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Senator Tom Connally 


HIS JOB TO STEER A TREATY 
What Atlantic Pact Means 





Imagination looks ahead 


TO KEEP YOUR CAR RUNNING LONGER 
aie meal 





Spring test—practical imagination at work at Chrysler Corporation 


This heavyweight’s punch helps lengthen life! 


That’s an automobile spring going 
through a long-life test in the grip 
of a “bad road machine.” Over and 
over again, the machine punches 
down on the spring with the weight 
of a loaded car—giving it more bad 
bumps in days than it would get in 
years on a Car. 

This test helps our engineers de- 
termine which of many spring designs 
and materials will last longest. It is 
typical of thousands of tests we give 
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parts for our cars—and Mopar re- 
placement parts too—to make sure 
you will get extra service and extra 
value from them. 


Mopar is the trademark for re- 
placement parts and accessories pro- 
vided by Chrysler Corporation for 
Plymouth, Dodge, De Soto and 
Chrysler cars. From springs to fan 
belts . . . brake linings to piston rings 

. all Mopar parts must meet the 
same high engineering standards as 
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new-car parts. They must pass the 
same tests - . Measure up to the 
same rigid inspection. 

As a result, Mopar parts can pro- 
vide the same dependable service and 
long life that you expect in a new car. 

This is another example of how 
practical imagination at Chrysler 
Corporation looks far ahead—making 
certain you will have many extra miles 
of pleasurable driving in your Plym- 
outh, Dodge, De Soto or Chrysler. 
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No, you can’t photograph the earth from 
50,000 miles away—yet! But you can do 
almost anything else with photography, 
from picturing the birth of an atom to 
catching Junior asleep under the beach 
umbrella... 

A bright Sunday afternoon is a real 
challenge to the owners of America’s 
34,000,000 amateur cameras. For today, 
anyone can be enough of a physicist, chem- 
ist and artist to record on film whatever 
his eyes can see. 


But amateurs account for only one-third 
of the photographic industry’s $500-mil- 
lion annual volume. Cameras and other 
photographic equipment are primarily 
working tools which contribute in a thou- 
sand ways to improved products, better 
health and greater knowledge. 

The myriad uses of photography are 
the result of painstaking, costly and never- 
ending research. 


‘Vision is Indispensable to Progress’ 


The story of a 
500-million dollar idea—found in a little black box 


Because of this research, scientists can 
now photograph far more than the eye 
can see—the stars on the very rim of the 
universe—the internal structure of the 
hardest metals—the “tracks” left by nuclear 
particles. 


Your doctor has X-rays, internal color 
pictures and other photographic aids. Pho- 
tographic evidence makes law enforcement 
easier. Microfilms simplify record-keeping. 

Motion pictures have achieved out- 
standing success in the fields of training, 
education and entertainment. Even family 
snapshots and home movies are more en- 
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joyable because of photographic research. 


Photography is used in almost every 
industry —for chemical, stress and motion 
analyses—to help make good products 
even better, increase production efficiency 
and lower costs of operation. 

We need not fear for America’s future 
as long as the people continue to dream 
of progress—and invest their brains, en- 
ergy and money to make those dreams 
come true. Because America is free, it is 
the greatest nation in the history of the 
world for dreaming—for planning—and 
for doing. 

——_—_ 
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News within the News 





WHAT THE WORLD THINKS OF U. S.—American piestige, sky-high at the end of 
the war, now is on the wane nearly everywhere outside of Western Europe. 
Why it is, and what can be done about it, is revealed here in an interview with 
Joseph Fromm, Far Eastern Editor of U.S. News & World Report, just re- 
turned after three years of reporting that took him around the world........ P 26 


EXTENT OF SLUMP IN BUSINESS....P. 11 
Isolated signs of a decline in business are 
giving way to broad, nation-wide trends 
downward. Nearly every measure of busi- 
ness activity—except steel and auto pro- 
duction—points now to a mild setback. 
Here the signs are brought together to 


show what’s happening to sales, prices, 
production. 
BUSINESS TRIMS ITS SAILS............ P.14 


What’s happening to business plans as 
prices and sales decline? A U.S. News & 
World Report survey of business planners 
in New York, Chicago and San Fran- 
cisco shows a widespread adjustment 
downward. Costs are being cut, working 
time trimmed, subcontracting lessened, 
budgets squeezed somewhat. 


NO MORE DRAFT IN SIGHT............ P.16 
Even with a record peacetime military 
establishment, the average civilian youth’s 
chances of seeing military service in the 
year ahead are very slim. Draft is not 
likely ta be revived. Universal-training 
plan is dead. Volunteers, in many cases, 
are being turned down by all three serv- 
ices. 


U. S. AS EUROPE’S DEFENDER....P. 17 
For the first time in history, this country 
is about to commit itself in advance to 
defending its old allies in Western Eu- 
rope. Just what U. S. is to be committed 
to do, if Russia gets out of hand, is out- 
lined for you in this article. 


LINE-UP AGAINST MR. TRUMAN....P. 20 
Harry Truman, just two months after 
starting his new term, is on the spot. His 
Democratic Congress has been captured 
by the Confederacy, aided and abetted 


by the Republicans. His program is 
stalled. A compromise now will be risky. 
Here’s what Mr. Truman is up against. 


NO. 1 WOMAN IN POLITICS........ P. 22 
Argentina’s world-famous Eva Peron is 
reaching the position once held by Mrs. 
Eleanor Roosevelt and Mme. Chiang Kai- 
shek as the most powerful woman in pol- 
itics. Her direct power now is even 
greater than that of her predecessors. 
But her situation in the center of a trou- 
bled Government is becoming shaky. 


DOLLARS SHY IN HEMISPHERE......P. 25 
U.S. business is shying away from big- 
time investments in Latin America these 
days. Strikes, inability to ship out dol- 
lars, political instability are cooling the 
enthusiasm of American investors. Mr. 
Truman’s idea for directing more private 
dollars south of the border, as a result, 
is failing to take hold. 
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Yi Ein TO DO BUSINESS THIS WAY 


WHEREVER YOU ARE—AT HOME OR AWAY: 









RENT A NEW CAR FROM 


HERTZ 


and Drive it yourself 



















. | CONVENIENT WHEREVER YOU ARE... Enjoy Hertz Driv-Ur- Businessmen everywhere are finding it more convenient 
v Self service—reliable, uniform, courteous—at home or in any of to use this time-saving, efficient method of getting things 
nearly 400 cities throughout the United States, Hawaii, Cuba, d L th f Seana! Tak 
Puerto Rico, Canada. Hertz is the only nation-wide and interna- ae, See oe —- ? oo, or Your family's use. bs - 
tional system—largest in the world—over 25 years’ experience. care of your occasional daytime car needs by renting 
your car from Hertz. And when you travel—go by train, 
other fine car in splendid condition, properly insured, and as plane or bus between cities, then nig the pants Driv-Ur- 
private as your own. All cars are current models and fleets have Self System for local transportation. It's simple —just call 
been increased over 50 per cent. the Hertz station in your home city listed under “H” Hertz 
Driv-Ur-Self in your telephone directory. There you can 
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PRIVATE CAR PLEASURE... You drive a new Chevrolet or 


Teter Sola Oa 


j EASY AS A.B.C....(A) Go to a Hertz station. (B) Show : 

& your driver's license and identify yourself. (C) Step into the car arrange for a car at home, for business or pleasure, and 

a and go! make advance reservations when you plan to travel. For 

; free directory of all Hertz stations and complete informa- 
RESERVATIONS ... You can reserve a car for use at home, or if tion. write Hertz Driv-Ur-Self System, Inc., Dept. 739, 


traveling, before you leave home at your local Hertz station or ap 
railroad or air line ticket counters and at travel agencies. It will 218 South Wabash Avenue, Chicago 4, Illinois. 

be ready for you on arrival. TRUCKS... Hertz is also the world’s largest truck rental organization. 
Trucks are available at most Hertz stations for transient use or on long- 
term lease. Call your local Hertz station for. full information and com- 
plete details. 


HERTZ NATIONAL COURTESY CARDS... As a responsible 
Hertz patron you are entitled to the famous Hertz National 
Courtesy Card. Your Courtesy Card identifies you and is honored 










by all Hertz stations everywhere. NOTE: To serve more cities and towns, licenses are being granted to 

responsible local interests to operate as part of the Hertz System. For 
REASONABLE RATES... Rates are reasonable, and several complete information write Hertz Driv-Ur-Self System, Inc., Dept. 739, 
can drive for the same cost as one. And you can rent a new car 218 -South Wabash Avenue, Chicago 4, Illinois, 






from Hertz for an hour, day or a week, or for as long as you like. 





A TYPICAL RATE EXAMPLE . . . In Memphis, Tenn., 110 S. 
Second St., a car taken out on. any weekday—driven 50 miles, 
returned within 24 hours—costs $9.00, including gas, oil and 
insurance, regardless of how many ride. 
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Midnight 
on Main Street 


Regardless of weather or roads, motor | 


trucks pick up and deliver most 
motion picture film at night to make it 
available for the next day's showing. 


There are no alibis in the motion picture film delivery 
business. The “show must go on” seven days a week, 
twelve months a year . . . delay in the arrival of new 
film means disgruntled customers and lost revenue. 


One film distributing firm operates 153 trucks more 
than 24,000 miles a day, serving 1215 theatres in nine 
different states. And there are many more GMC trucks 
in this fleet than any other make. 


When you want reliable motor transport service... for any 
other type of company or commodity ...GMC’s day-in- 
and-day-out dependability really pays off. 


GMC TRUCK & COACH DIVISION @ GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 


GASOLINE-* DIESEL 
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There is to be no sharp left turn by Government, no sudden "Fair Deal" to 
dwarf the older New Deal, no turn at this time to experiment on a broad scale. 

Mr. Truman proposed that labor leaders be given broader power, that the 
Government take over more of the job of running things to suit special groups. 

Congress, in its decision, balks at a "Fair Deal,” at a left turn now. 

Result is that policies of Government, so far as Congress sets them, will 
be moderately conservative during the next year or two. There won't be what, in 
effect, is a labor government for U.S. Instead, business will have more voice 
in what is done than had seemed probable after the November election. 





At this stage, after test, you can be fairly confident of these things: 

Taxes on 1949 income are not to be raised substantially, if at all. 

Pay-roll taxes probably will be allowed to rise to 2 per cent on employe 
and on employer next January l. A larger increase is not probable, however. 

Labor-law changes will not be tailored to suit labor leaders. 

Unions and employers both will remain subject to standards of conduct in 
their dealings. Unions will not get all the concessions they expected. 

Minimum wages will be increased, but maybe not to a flat 75 cents. 











Landlords now are to start getting a few more breaks. 

Rents on controlled dwellings often are to be permitted to go up later this 
year. Federal control of rents is to end June 30, 1950. Landlords, before that, 
will be permitted to get decontrol through State action, if they can. 

Public housing, too, is not as Sure as it was. Low-rental housing built by 
Government, if started again, is likely to be on a limited scale. 

Physicians and dentists can forget about health insurance for this year and 
maybe for much longer than that. Congress is balky on "Socialized" medicine. 

Employers will not be made subject to a Fair Employment Practice Act. 

Unemployment insurance may be broadened, but that isn't sure. Old-age in- 
surance is likely to be made more liberal. Benefits, however, probably will not 
be increased as much as the President has wanted. 

Price, wage, rationing controls, of course, are dead. 

















Mr. Truman, checked by Congress, isn't to fight back right now. 

Truman advisers are telling the President that he made his big mistake by 
challenging Congress, by demanding that things be done his way. 

Truman himself is indicating that he'll take his defeats, that he will not 
go to the country to try to drum up public pressure against Congress. 

Congress, experience suggests, can be led but not driven. 

It is a mistake, however, for businessmen to conclude that a swing to the 
left is checked permanently. It probably is checked for two years, at least, 
but harder times, if they come, will add to pressures for Government to do more 
and more. AS pressures grow, Congress will either shift its viewpoint because 
of changes in attitude of its members, or new members often will be elected. 








Troubles now developing are budget troubles. The country and Mr. Truman 
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NEWS GRAM--TOMORROW-- (Continued) 


are to learn that there probably is a limit to what U.S. can pay for. 

In the year that ends June 30, outgo apparently is to exceed income by more 
than $1,000,000,000. That's to be a starting signal of trouble ahead. 

In the next year, the one to start July 1, outgo is likely to exceed the 
level of income by $4,000,000,000 to $4,500,000,000, as things are shaping. 

Coming questions: Cut spending? Raise taxes? Go more deeply into debt? 

Spending trend is upward. Atlantic Alliance isn't to come free. 

Tax increase at time when things are slowing might just add to deflation. 
Taxes appear to be about as high as they can go at this point. 

Debt increase, from a $252,000,000,000 level, could become dangerous. 

The point is that maybe the country is biting off more than it can chew. 
Maybe U.S. isn't able to take on all the world's troubles, plus its own, and 
Still pay all the bills on time. There is a growing bill for armament. Aid for 
other countries costs a lot. lLend-lease soon is to be added. Then it is to cost 
money to make sure that farm prices are stabilized and to do a lot of other 
things. Nobody has quite figured out where the money is to come from. 

















Alliance of U.S. with Western Europe almost surely will be 0.K.'d. 

U.S., entering a military alliance in Europe, is reversing its historic 
position; is turning from a history of attempted neutrality that didn't work. 

An alliance, this time, really rests on U.S. In the past, alliances in 
Western Europe tended to revolve around France or Britain. Now neither of those 
nations is able, alone or together, to stand against Russia. 

U.S., joining up, will get a later bill. It will be a bill for arms and 
amount to about $1,200,000,000 the first year, rising sharply later. 

What really is forming is the outline of a new League of Nations without 
Russia and her satellites as members. It is a league that will be enlarged as 
the Western Hemisphere alliance and a Mediterranean alliance are merged into it. 

An alliance, once functioning, will work. There won't be a veto. There 
will be basis for dealing with Communist uprisings if promoted from outside. 
There will be an effective military staff council to help with defense. 








Drift in this country obviously is toward a lower level of prices. 

Any drift downward, even if mild, is painful for many. Inefficiency is 
penalized. The easy way of doing things tends to become costly. 

Price decline, now under way, probably will average 10 per cent before it 
is completed. For some things it will be more, for others less. 

Odds are on a rather slow, dragging decline, rather than a sudden, sharp de- 
cline. Most people will have a chance to adjust to changes that will occur. 








New houses already can be built for somewhat less. Savings before the year 
is over may be quite substantial. Builders will be under pressure to find ways 
to cut costs. Workers will become more efficient. 

New cars are likely to be cheaper, rather than more expensive, by the year 
end. Car sales will get a boost in the spring, but it is obvious that the edge 
is off demand at this level of prices. Price cuts are the coming answer. 

Household equipment is being marked down now. Cuts average around 10 per 
cent where they are being made. Cuts, once started, tend to spread. 

Steel still is in short supply for most types, is expected to be adequate 
for all demands not long after midyear, if not sooner. Demand is off a bit. 

Metal prices, including steel prices, probably will be lower in 1950 than 
they now are. Declines in scrap prices indicate a trend. ; 








Individuals as well as industry need to get their costs under control. 

Industry, in this stage, is cutting costs, insisting on more efficiency. 
Costs that were so easy to increase are proving much harder to reduce. 

Individuals, like industry, will find that cost cutting is difficult, yet 
necessary, to get back to a firmer basis for a future prosperity. 
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CHICAGO AND NORTHERN ILLINOIS is a world 
center for medical education. More doctors are trained 
in the area than in any other comparable community. 
At a conservative estimate, one doctor out of every five 
in the nation received part or all of his education here. 
The Chicago area is a magnet for medical students be- 
cause five great medical schools, with superb hospitals 
and research facilities, are located here. The schools in- 
clude the College of Medicine of the University of Illinois 
(the largest medical school in the United States, and 
probably in the world), Northwestern University Medfcal 
School (third largest in the nation), the University of 
Chicago School of Medicine, Stritch School of Medicine 
of Loyola University, and Chicago Medical College. 
The medical schools are supplemented, in their teach- 
ing task, by post-graduate seminars, clinical conferences, 
and special courses; by the area’s 95 hospitals; and by 
outstanding medical library facilities that include some 


A Fifth of America’s Doctors 
are Trained in the Chicago Area 


500,000 volumes. Along with the medical schools them- 
selves, the area contains many educational institutions in 
allied fields. There are, for example, three famous schools 
of dentistry (the only city with that many), 44 schools of 
nursing, a major college of pharmacy, 21 schools for 
x-ray technicians, and others for medical librarians, med- 
ical technologists, physical therapists, occupational ther- 
apists and dental hygienists. 

Schools alone, however, do not make a great center of 


medical education. More important are the experienced 


physicians and surgeons of the Chicago area who are 
constantly learning and, at the same time, are passing on 
their knowledge to new generations of medical men. 

Medical training is only one of the many segments of 
education in which Chicago and Northern Illinois are 
outstanding. That the city and surrounding communities 
form a great educational and medical center, as well as 
the center of an industrial empire, is important to indus- 
trialists everywhere. 





For further information, write 


TERRITORIAL INFORMATION DEPARTMENT 


Marquette Building —140 South Dearborn Street, Chicago 3, Illinois—Phone RAndolph 6-1617 


COMMONWEALTH EDISON COMPANY + PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 
WESTERN UNITED GAS AND ELECTRIC COMPANY « ILLINOIS NORTHERN UTILITIES COMPANY 


Believing in the advantages of Chicago and Northern Illinois, these companies have been and are concentrating 
solely on the advancement of the territory they serve——cooperating with Illinois agencies having similar objectives. 








When you think of 
PITTSBURGH 
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Pittsburgh has valuable indus- 
trial knowledge and technolog- 
ical facilities. A large proportion 
of the graduates gi fine local 
colleges live in Pittsburgh, pro- 
viding industry with a constant 
source of educated manpower. 
Pittsburgh industrial engineers 
and workers are thoroughly 
familiar with mass production 
techniques. Industrial research 
conducted in this area is out- 
standing. 

If you plan industrial opera- 
tions in Pittsburgh, you'll find 
these and other facilities of great 
advantage. Your banking re- 
quirements can be served equally 
well, too, through any of the 15 
completely stafted Peoples First 
National offices. Your inquiries 
are invited. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
Member F. D. I. C. 











OUBLES COVERED PRESIDENT TRUMAN 
Tike his newly acquired Florida sun tan 
last week. Reporters who saw him regu- 
larly thought some of the warmth had 
gone from the President’s ready smile. If 
it had, there was reason enough. In con- 
trast to the summer-like air of Key West, 
Fla., where he relaxed on the beach for 
two weeks, Mr. Truman found the polit- 
ical weather in Washington downright 
chilly for this time of year. 





ma pr 
MESSRS. VINSON, TRUMAN 
. troubles piled up 


The White House physician, Brig. Gen. 
Wallace H. Graham, gave the President 
a thorough check-up at the close of his 
vacation and announced that the patient 
was in “excellent condition.” But the 
same could not be said for Mr. Truman’s 
“Fair Deal” program. It was in a bad 
way in Congress, and appeared to be fail- 
ing rapidly, 


HARPEST PERSONAL BLOW to President 

Truman, a man who puts great store 
in friendship, was the fact that a Sen- 
ate committee tabled the nomination 
of his old friend, Mon C. Wallgren, 
to serve as Chairman of the National 
Security Resources Board. A_ fellow 
Democrat, Senator Harry F, Byrd, of 
Virginia, cast the deciding vote against 
Mr, Wallgren. 

But there were other frustrations. The 
Administration was getting less rent con- 
trol than it wanted, was getting none of 
the tax laws or labor legislation it had 
promised. A Senate filibuster had snagged 
the President’s civil-rights program and 
delayed everything else. Mr. Truman 
talked the situation over with .his close 
friend, Chief Justice Fred M. Vinson, 
while his Senate Leader, Senator Scott 
Lucas, went into a huddle with the 


Democratic Party Chairman, Senator J. 
Howard McGrath. They were beaten for 
the present, and they knew it. Senator 
Lucas said he might bring up an anti- 
poll tax bill later and try to force it 
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through. If that doesn’t work, there was 
talk of calling a special session to try 
again on civil rights. 


HE PRESIDENTIAL HOLIDAY was a suc- 
7. as vacations go, nonetheless. As 
all Presidents do, Mr. Truman went fish- 
ing and made the biggest catch of his 
party—two fish; total weight: 32 pounds. 
He got some privacy, too. Photographers 
went up in a Navy blimp to take some 
pictures of the President swimming. Mr. 
Truman grinned and waved from the 
beach below. But Presidential Secretary 
Charles G, Ross clamped a partial censor- 
ship on the photographs, said they vio- 
lated White House “security.” Most of 
the news-reel pictures were released later. 

Mr. Truman made plans for welcoming 
a distinguished visitor, Winston Church- 
ill. Britain’s wartime leader was return- 
ing to the U.S. for another postwar 
visit; this time to fill some speaking en- 
gagements and make some personal calls. 
Other visitors made news, too. The State 
Department approved the entry of 23 
persons from Russia’s part of the world 
so they could attend a peace forum in 
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SENATORS LUCAS, McGRATH 
. legislation backed up 


New York, but said in advance the con- 
ference probably would be used to make 
pro-Russian propaganda. 


N BRITAIN, SHOPPERS swarmed into the 
j stores last week to buy clothes ration- 
free for the first time in eight years. The 
Government, however, ordered another 
cut in meat rations, leaving everybody 
just enough for one good meal a week. 

In Moscow, Russian historians asserted 
Russian scientists: (1) invented wire tele- 
graphy, (2) strung first telegraph poles, 
(3) built the first international cable. 

In Alaska, the Legislature, working on 
a law to prohibit children from working 
after 7 p.m., found itself picketed by 
teen-agers, finally adopted an amendment 
to exempt baby sitters. 
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Another NORTON “FIRST” 


HIS time it’s a ceramic surface plate—an entirely new 

type of plate for toolmakers and inspectors to use in 
making their precise measurements. This Norton-developed 
ceramic plate has distinct advantages over previous types 
of surface plates including: (1) a longer-lived surface, 
(2) a smoother surface, (3) a flatter surface and one that 
stays flat. It’s a plate that will not warp or deform, will 
not sweat or corrode, will not deflect under load. 


The development of this unique surface plate is typical of 
the progressive research that has made Norton an acknowl- 
edged leader—not only in abrasives and grinding wheels 
but also in the development of grinding and lapping ma- 
chines, high temperature refractories and a wide variety 
of wear-resistant materials. 
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The main Worcester plant of Norton Company—world's largest producer of abrasive products 
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Model 45B: 5% horse- 
power engine for station- f 
ary and marine service. Ae ty < : remy! Model 37: 500 to 
) A) 2125 horsepower 
G 1 for direct drive 
marine service. 








Model 32: Horsepower from 120 to 450. 
For slow-speed heavy- duty service. 


Model 42: 60 and 
90 horsepower at 
450 r.p.m. 
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Model 31: Horsepower from 175 Model 48 Marine Engine: Also 
to 500; with 2 to 1 reduction available for stationary or port- 
gears optional for marine service. able service. 3.5 to 80 hp. 


When if comes 


fo Diesel Power... 
From 3.5 hp. to 3500 hp. 
Model 38 Opposed-Pis- 


sea cas bs Low-cost, efficient power for all marine services... 
° ngine: orsepower 
bees aa to 1920 a 2 modern, dependable power for newest, fastest road 





to 1 reduction gear for locomotives ... economical power for largest to small- 
marine service. est municipal and industrial plants... Fairbanks-Morse 
is the proved source for the full range of.diesel appli- 
cations. For skilled assistance and impartial recom- 
mendation for the diesel for your specific service, 
write Fairbanks, Morse & Co., Chicago 5, IIl. 


Model 33 Stationary 
Engine: 500 to 2000 hp. 
Diesel, 1000 to 2000 hp. 


Dual Fuel. dn — : i: si) 
aaa  \O” FarRBANKS-MORSE 

















A name worth remembering 


DIESEL LOCOMOTIVES + DIESEL ENGINES « PUMPS + SCALES 
MOTORS «¢ GENERATORS + STOKERS + RAILROAD MOTOR 
CARS and STANDPIPES «+ FARM EQUIPMENT + MAGNETOS 
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Model 31: Diesel generating set 
Model 38 Opposed-Piston En- with kw. ratings from 118 to 360. Model 31: 2100 to 3500 horse- 
gine: 960 to 1920 horsepower at Marine and stationary —Dual Fuel power diesel or dual fuel engine 


720 r.p.m. available in larger sizes. for heavy-duty stationary service. 
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BUSINESS SLUMP, MILD BUT BROAD, 
SHOWING UP ALL ALONG THE LINE 


Only Steel and Auto Output Holds Pace 


Slide-off in business is appear- 
ing nearly everywhere. Mark- 
downs, bargain sales show what 
is behind the trend. 

Activity is slowing down in 
trade, manufacturing, in store 
sales. Wages and salaries are 
off. Jobs are scarcer. 

But business, over all, stays far 
above prewar level. Outlook, as 
most see it, is for a dip from 
peak, not a depression. 


All across the board, telltale signs of 
decline are appearing in figures that 
measure activity in business. Trends 
are down and are becoming measur- 
able. 

What is going on in business is hidden 
from the public eye, in part, by a con- 
tinued boom in output of steel and in 
output of automobiles. Steel output is 
breaking all records. So is auto produc- 
tion. In almost every other field of activ- 
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SALES VOLUME IS SHRINKING 
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ity, and in prices, the boom as measured 
by official figures is ended or ending. 

People get an inkling of events within 
the inner workings of business from iso- 
lated items. Prices of automobile bat- 
teries are reduced 15 per cent by one 
firm. Refrigerator prices are marked down 
8 to 10 per cent. Stores often will install 
an aerial for television sets free of charge 
with purchase of a set. Papers continue 
to be filled with advertisements of cut- 
price sales. Lower down payments and 
longer time to pay are offered in install- 
ment sales. 

Deep down, however, the indexes tell 
the real story of the situation in business 
—in trade, production, building, agricul- 
ture and all other fields. 

Basic trends that underlie the whole 
economy are illustrated in the chart on 
page 13. 

Industrial production, measured on 
the index, now stands at 191, taking the 
prewar level as 100. This is 4 points 
down from the rate reached at the peak 
last October. Actually, the decline in 
total production is slight as yet—only 
2 per cent. It still is about 50 per cent 
above the 1940 rate. 

















—Herblock in the Washington Post 
‘NERVOUS CATS‘ 
. .. throughout the business picture, telltale signs of decline 


Wholesale commodity prices are 
down somewhat more from the peak they 
reached last August. At that time the 
wholesale-price index has risen to 210, 
on the basis of 100 in the years before 
the war. Now it stands at 199. This rep- 
resents a drop of about 5 per cent. 

Retail trade is at a rate of $127,000,- 
000,000 a year—about $6,000,000,000 
less than the peak reached last December. 
In dollar terms, trade still is nearly three 
times as large as it was in 1940. In phys- 
ical volume, it still is nearly 50 per cent 
above the rate for that year. 

New construction activity has shaded 
off to an annual rate of $18,000,000,000 
from the peak of about $18,500,000,000 
reached last September. Activity in the 
building field, measured in dollar terms, 
still is two and a half times as great as 
it was in 1940, although in physical 
volume it exceeds the 1940 rate by only 
one fifth. 

Thus, while the boom definitely is 
giving way to mild recession, business, 
over all, still is operating far above pre- 
war levels. 

Sharp setbacks have been experi- 
enced in some of the separate lines of 
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WHERE BUSINESS STANDS 


The following table shows where the 
various indicators of U.S. business stand 
now, compared with the highest points 
they reached after the war. A few are at 
their highs, but most are down from the 
peaks to some extent. 


Total output of industry Down 2% 
Steel production At high 
Other metals, production Down 11 % 
Machinery production Down 7 % 
Lumber production Down 13% 
Cement production Down 2% 
Automobile production At high 
Shoes, production Down 24% 
Textiles, production Down 9 % 
Paper and products, output Down 5% 
Food products, output Down 4% 
Tobacco products, output Down 8 % 


Printing and Publishing, output Down 7 % 


Soft-coal production (before 


walkout) Down 16% 
Crude-petroleum output Down 3% 
Petroleum and coal products, 

output Down 1 % 
Manufacturers’ new orders Down 12% 
Manufacturers’ sales Down 9 % 
Manufacturers’ inventories At high 
Freight-car loadings Down 13 % 
All new construction Down 3% 
Private construction Down 1 % 
Public construction Down 9% 
Dwelling units started Down 50% 
New contract awards, total Down 17% 
Residential contracts Down 31 % 
Total employment Down 2% 
Part-time workers At high 
Unemployment (3,400,000) At high 
Hourly earnings, average At high 
Weekly earnings, average Down 0.6% 
Total personal income Down 0.1 % 
Wages and salaries Down 1.4% 
All other personal income At high 
All retail trade Down 4% 
Durable goods, retail sales Down 11% 


Nondurable goods, retail sales Down 2% 


Department-store sales Down 14% 
Cost of living Down 2 % 
All wholesale prices Down 5% 
Prices received by farmers Down 15% 
Food prices, wholesale Down 12% 
Grain prices, wholesale Down 34% 
Meat prices, wholesale Down 22 % 
Other wholesale prices Down 0.3 % 
Spot-market prices (28 

sensitive commodities) Down 26 % 
Food prices, retail Down 6% 
Scrap-steel prices Down 22 % 
Copper prices At high 
Leod prices Down 16% 
Exports from U. S. Down 23 % 
Imports into U. S. Down 18 % 
Total bank loans (leading 

cities) Down 2.8 % 
Commercial, industrial and 

agricultural loans Down 3,2 % 
Real estate loans At high 
Other types of bank loans Down 2.5% 
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business, however. Over the last year, and 
especially over the last six months, trouble 
has appeared in one line after another. 
The result is that, in all but a few fields, 
production or prices, or both, have slid 
down somewhat from the highest points 
previously reached in the postwar period. 
In some cases, the drop has been sub- 
stantial. 

Extent of the decline felt by business 
in its various aspects is shown in detail in 
the table on this page. 

Food prices at wholesale are down 
12 per cent from the peak they reached 
in August of last year. This decline re- 
flects a still sharper drop—15 per cent— 
in the prices received by farmers. Retail 
food prices, which always change more 
slowly, have fallen only 6 per cent, on 
the average. But many individual items 
are off much more, and housewives buy- 
ing groceries now have an opportunity to 
shop for bargains. 

Looking back, it now can be seen that 
the break in farm prices in February, 
1948, was the first serious crack in the 
boom. Grain prices never did fully re- 
cover from that break and now are 34 per 
cent below the high point they had 
reached in January of last year. Meat 
prices at wholesale hit a peak in August, 
but now are 22 per cent below the level 
they reached then. 

The spot-market price index of 28 
sensitive, commodities, which usually sig- 
nals important business trends, has fallen 
almost steadily since last June and re- 
cently has been hitting new lows. It now 
is 26 per cent below the high point 
reached on Nov. 29, 1947. Included in 
this index are the main farm commodities, 
both domestic and imported, together 
with such nonfarm commodities as print 
cloth, rubber, lead, scrap steel, copper, 
tin and zinc. 

Scrap-steel prices at Chicago are down 
22 per cent from their peak of October, 
1947. Lead prices, responding to world 
scarcity, kept rising until last November, 
but broke recently and now are 16 per 
cent below their peak. Copper prices, 
however, still are at their postwar high, 
reached last October. 

Housebuilding is another field of 
business that has been hard hit. There 
the trouble is a decline of activity more 
than of prices. This decline began to ap- 
pear in the late spring of last year. The 
number of new dwelling units being 
started reached 99,400 in May, but has 
been sliding off ever since and for last 
month was only 46,000. 

Soft-goods industries, which late 
last summer found their sales volume 
shrinking, have had to make sharp cut- 
backs in their production. 

The output of shoes is 24 per cent be- 
low the postwar high reached in March, 
1946, and 12 per cent below the rate of 


production in the first quarter of 1948. 
Recently, however, shoe output has 
turned upward. It now is 3 per cent above 
the level to which it had declined in the 
last quarter of 1948. 

Textile production is 9 per cent below 
its peak of January, 1948, but has been 
holding steady since last autumn. Woolen 
textiles are off about 18 per cent from 
their high of a year ago. Decreased out- 
put of cotton goods is reflected in a 19 
per cent decline in consumption of cot- 
ton. Output of rubber goods and leather 
goods also has been reduced. 

Department-store sales, which sut- 
fered a slump in November, have lost 
further ground since the beginning of 
the year. Measured in dollar terms, they 
are 14 per cent below their high of last 
summer and are 9 per cent below the 
level of last autumn. Rural retail sales, 
including those of mail-order houses, 
are 9 per cent less than a year ago. A 
big factor in both cases is a drastic 
shrinkage that began last October in the 
sales of household appliances. 

Manufacturers’ sales, in turn, have 
declined 9 per cent, as department stores 
and mail-order houses have cut down on 
their buying. Manufacturers’ new orders 
have fallen 12 per cent. Factories have 
been slow to reduce production, however, 
and their inventories of finished goods 
have mounted to a new high. 

Production cutbacks, nevertheless, 
are showing up in many lines, as a result 
of the weakening of consumer demand. 
Output of paper and paper products is 
down 5 per cent, and volume of printing 
and publishing is down 7 per cent, from 
peaks of last October. Lumber output, re- 
flecting the decline in housebuilding, is 13 
per cent below the high of January, 1948. 
Machinery production is 7 per cent be- 
low the high of December, 1947. 

Unemployment at the same time has 
increased, as might have been expected, 
with production reduced. Standing at 
an estimated 3,400,000, the number of 
persons out of work is at a new postwar 
high. The number of workers on part 
time also is at a new high. 

Weekly earnings of workers have 
begun to fall, from the peak attained last 
December. Averaging $54.77, they still 
are only six tenths of 1 per cent below 
that peak, however. Hourly earnings, av- 
eraging $1.38, remain at the new high 
point they reached in January. Total 
wages and salaries of workers have de- 
clined 1.4 per cent from last November, 
but other income is up, and the result is 
that total personal income is only a shade 
less than it was in December—its peak 
month, This situation may prove to be 
temporary, if farm income slides off, 
as expected, 

The cost of living, in line with general 
price trends, has been gradually declin- 
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1948, & ing since last August. It is still only 2 per 
has ff cent down from the peak, however. Re- i: - itn 
above & tarding its decline has been the fact that p t F omic Activi 
nth #& wholesale prices, other than those of own urn in con 
% farm and food commodities, continued to = 
low & rise until November and still are only (*Seasonally Adjusted Annual Rates) 
been & three tenths of 1 per cent below their 
oolen high of that month. With the cost of liv- 
from & ing remaining relatively high, unem- 195 191 
out- ployed persons and those working only 
ald & part time find that their available funds 125 
cot do not go far. 
ather Freight carloadings, which have been 
i declining since January, 1947, now are 
suf. & 13 per cent below the peak they touched 
lost 5 at that time. They have fallen 5 per cent i 2 nO 
got & since last autumn. Much of the loss is 
they & due to new competition from trucks, but 940 D0 AD 
lat # some of it reflects a decline in total busi- : 
the 2 ness volume. The railroads now are re- INDUSTRIA : 
ales. ducing their orders for freight cars and PRODUCTION 
uses. I thus will be using less steel than had 
a. A 2 been planned, 
astic & Exports, which helped to sustain the 210 
the boom in 1947, now are at a rate 23 per 199 
: cent below their peak in May of that 
have I year. Imports have fallen, too, after hit- 
ores i ting a peak last December, but the net 98 : 
non & export balance is down. 
des Soft-coal production has been hit by 
—_ declining demand from abroad as well as 
ver, at home. Even before the present walk- - : oye 
rods out, output had fallen 16 per cent be- 
E low the peak of two years ago. , WHOLESALE 940 Pn AR : 
less. Petroleum output, after reaching a COMMODITY AVERD 
sut peak last November, likewise has begun 
ind. to fall in response to weaker demand. It PRICES 
is is still is only 3 per cent from the top. 
ting Boom levels of activity continue in 
vial some lines—notably in production of steél $133 ‘ 
re- and automobiles, now at the highest BILLION pt im 
513 levels to date, and in private construction, 
48. down only 1 per cent from the peak of $ 
be- last September. The gray market in steel enti 
has disappeared, however, and sales of 
— the more expensive makes of cars have 
ed. fallen off. 
at Bank loans in leading cities, reflecting 
ol the smaller volume of business being 
ie done, have fallen 2.8 per cent from the J40 PU AR - 
aa peak reached in December. RETR AVERA 
Viewed as a whole, the current busi- PAN 
ave ness scene turns out to be a rather strange 
ue mixture of new recession and continued 
till boom. Weakness has appeared in basic- 
ni commodity prices, in house construction, $18% $18 
a in soft goods, in household appliances, in BILLION BILLION’ 
ch coal production, in carloadings, in export $7 
tal trade, in employment, in bank loans. BILLION 
“a Total personal income, however, has 
“a fallen only slightly. And, up to now, | 
is demand has kept three giant industries— 
he steel, automobiles, and general construc- ~ fe 
at tion—operating in high gear. 
el Signs increase that, even in these 940 D0 AD 
ff three industries, supply will overtake de- é $ 
: mand within the next few months. If so, { ° j F ? 
val they are likely to join in the general de- ; 
“i clining trend. 
Source: FRB. BLS, Commerce Dept. © 1949, By U.S. News Pub. Corp 
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WHAT BUSINESSMEN ARE DOING 


Reported from CHICAGO, NEW YORK and SAN FRANCISCO 


Businessmen, generally, are 
adjusting operations to the 
downturn. Even those not yet af- 
fected expect a slowdown. 

Big job, for most, is to get costs 
lower. Less overtime pay is one 
result. There is less subcontract- 
ing, too. 

Planning is based on a grad- 
val decline, not a sharp, sudden 
slump. But budgets are kept 
open, subject to quick cuts. 


Business still is drifting downward 
into the spring months. This drift, ap- 
parently, is to continue through the 
year and maybe longer, with only tem- 
porary and scattered reversals in trend. 

The slowing in business is expected by 
most businessmen and by those who ad- 
vise businessmen to be a gradual slowing. 
It will be painful for many, but not so 
painful as a sudden, sharp downturn. 
One group of appraisers, whose estimates 
influence the decisions of businessmen, 
feels that the slowing will amount to be- 
tween 5 and 10 per cent in business 
volume over the next six months. Another 
group thinks the setback will approach 
15 per cent before being completed some- 
time in 1950. 

It is being generally accepted that 
business now is in a cyclical downturn. 
Many businessmen, after 10 years of 
rising activity, have forgotten the busi- 
ness cycle with its turns. What they are 
finding now is that cyclical turns still 
occur, nevertheless. In those turns down- 
ward there are adjustments in costs and 
in prices that must be made before a 
firm foundation is established to justify 
revived expansion. 

Costs and prices, in fact, are the ma- 
jor concern of Midwestern businessmen. 
In this industrial center of America, busi- 
ness planning allows for a further slide 
in activity, even though spring buying 
may bring a seasonal uptrend for a few 
weeks. So most businessmen are analyz- 
ing costs, trying to get them down. 

Many firms are setting up annual op- 
erating budgets so that they can be re- 
examined and revised each quarter. One 
large manufacturer of hard goods, whose 
- business has vet to feel any setback, 
nevertheless is planning for one. This 
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firm has set up several alternative 
budgets, to provide for drops in sales 
volume from 10 to 40 per cent. 

A top executive explains that the com- 
pany wants to be prepared beforehand 
for just about any turn business might 
take. But there is no planning for con- 
tinued boom. That seems to be ruled out 
of business thinking. 

Manufacturers also are pressing for 
lower prices from their suppliers and 
with some success. The Chicago Associa- 
tion of Purchasing Agents describes 
recent price reductions as the first major 
break in prices since the end of the war. 
Producers are refusing to pay premium 
prices for materials, even when they 
might want additional supplies. 

Other cost-cutting devices are found 
in shorter work weeks that eliminate 
payment of overtime, at premium wage 
rates, to workers. Half the factories in 
the Chicago area have cut their working 
time in the last six months and most 
workers now are on a 40-hour-week 


stint. At the same time, reports are 
fairly general that worker productivity is 
on the increase. This is due to several 
factors—a more even flow of materials, 
more labor-saving machinery, a smaller 
turnover in the labor force, more careful 
screening of workers when they are 
hired, and prompter firing of inefficient 
workers. 

Many plants also are doing more of 
their own work, farming out fewer con- 
tracts. This is particularly true of metal 
fabricating industries in the Chicag 
areas, many of which have stopped hav- 
ing some work done in independent 
shops. This cuts production costs, but 
often leaves the small shop with little t 
do. 

Price concessions also are being de- 
manded of manufacturers themselves by 
their customers. Buyers for big Mid- 
western retail establishments, mail-orde: 
houses and chains are asking and often 
getting quantity discounts. They also in- 
sist on “reverse escalator clauses” in their 








HARD GOODS MOVE SLOWLY 
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Result: more hand-to-mouth buying by retailers 
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contracts, so that they can get the benefit 
of any subsequent price decreases after 
orders are placed. 

Hand-to-mouth buying is another 
characteristic of purchasing by retailers. 
No longer are stores eager to stock up 
on goods, and even the big mail-order 
houses, which must plan far ahead, are 
limiting inventories to a_ three-month 
supply. This cautious inventory policy of 
retailers brings headaches to manufactur- 
ers and wholesalers. In New York, job 
lots of clothing and other soft goods have 
been let go at sacrifice prices. One Mid- 
western manufacturer of durable goods 
reports an inventory that amounts to 
twice the value of the firm’s working 
capital. This concern has had to borrow 
money to meet its pay roll for several 
weeks. 

These occurrences persuade business- 
men that the decline in prices is not go- 
ing to be checked any time soon. In New 
York, men who analyze the steel indus- 
try believe that steel companies are in 
a good strategic position to reduce prices. 
They expect steel earnings to top all 
records for the first quarter of 1949 be- 
cause of better labor efficiency, lower 
scrap and fuel costs, and the sustained 
high operating rate. A later reduction in 
primary-steel prices would mean cost cuts 
for most manufacturers of hard goods. 
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Retail-trade volume seems to re- 
spond to price reductions. Dollar sales 
in the Midwest are running 5 per cent 
or more below the record rate of last 
year, but, since prices are lower, physical 
volume has declined much less. 

Merchants are finding, however, that 
goods will not move very rapidly unless 
price concessions are offered. Consumers 
are proving to be as hard customers as 
business purchasing agents. 

Hard-goods lines appear now to be 
bearing the brunt of consumer price re- 
sistance. Furniture, radios, household ap- 
pliances and similar items are becoming 
much more difficult to sell. In New York 
dealers are offering larger trade-in allow 
ances on washing machines, refrigerators 
and other household equipment. Direct 
price cuts also have been announced for 
a number of electrical appliances. 

Farm machinery is becoming a selling 
problem rather than a supply problem for 
the first time since the war. Dealers now 


have warehouse supplies of tractors, 
combines, corn planters and _ similar 
equipment and find themselves com- 


peting with one another to make sales. 
This is a new postwar experience. Until 
recently, farm-machinery manufacturers 
simply allocated their production to 
dealers, without thought of any sales 
problems. 
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THE WORK WEEK IS SHORTER 
Result: less overtime pay 





Shrinking markets for used cars may 
indicate what is in store for the new-car 


market some months hence. From San 
Francisco come reports that prices for 
used 1949 models are 20 per cent below 
the list price; that 1948 models are down 
25 per cent from the list price. Sales 
volume of used cars is 25 per cent smaller 
than a year ago, and dealers’ profits are 
said to be off 60 per cent. 

Soft-goods sales, on the other hand, 
appear to be holding up. Men’s, women’s 
and children’s apparel seems to move 
readily, and shoe sales are picking up. 
In the Midwest, merchants also expect 
sales to be spurred by the backed-up de- 
mand for goods from the farm belt, 
where severe weather brought trade to 
a standstill for several weeks. 

Since soft-goods inventories are low, 
any pick-up in Easter trade is expected 
to be reflected rather quickly in retailers’ 
orders for more goods. 

Production is feeling the effects of 
the buyers’ market. Only three major 
Midwestern industries—steel, automobiles, 
heavy electrical equipment—appear to be 
in a strong, production position. And a 
buyers’ market for steel and automobiles 
is foreseen before the end of the year. 
Heavy electrical equipment seems likely 
to have a strong demand for a year or 
more, since power projects now being 
completed need generators, transformers 
and other installations. 

Other industries are reducing their 
output. Home-appliance production, 
particularly of washing machines and 
gas ranges, is cut back rather sharply, 
and the furniture industry complains of 
lagging orders. Railroad-car builders 
wonder whether new orders will come 
when present orders are filled, and farm- 
machinery ‘manufacturers eye _ their 
market skeptically. 

In the East, woolen mills are operating 
well below last year’s levels, cotton mills 
failed to recover seasonally, and shoe 
production is up only moderately. On the 
West Coast, apparel factories are in- 
creasing output, lumber production is 
picking up seasonally, and aircraft plants 
and oil refineries are increasing output. 
But the West Coast reports declines in 
leather, furniture and machinery plants 
and in shipbuilding. 

What’s happening, according to the 
judgment of New York’s financial experts, 
is that the country is adjusting to a gen- 
erally lower level of production and 
sales. They do not expect that decline in 
output and sales volume to be reversed 
this year, as it was in 1948 and 1947. 
Instead, they expect the decline to con- 
tinue through the year. 

The appraisal of these men parallels 
the sentiment of manufacturers and 
producers found in a survey of the in- 
dustrial Midwest. 
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No More Draft in Sight: 


Volunteering 


No draft calls are likely this 
year. Universal military training, 
a year of service for all youths, is 
out too. 

Cut in military man power is a 
big reason. Army has more vol- 
unteers than it can take in. So do 
Navy and the Air Force. 

Selective Service machinery is 
being kept up, held in stand-by 
condition. But nobody is to be 
tapped for service now. 


For youths of draft age and predraft 
age, starting to look ahead to summer 
plans and beyond, the outlook is this: 

Draft calls are highly unlikely during 
the year ahead. No men are being drafted 
into military service now. Only about 
35,000 men, out of 9,161,645 registrants, 
had been drafted by February 1, when 
draft calls were suspended. 

Universal military training definitely 
is not in the picture. There is to be no 
serious effort in Congress to require one 
year of service from every youth at 18 
years of age. 

Volunteering, instead, is to meet the 
military demand for men. This marks a 
big change from the outlook of last 


Fills Need 


summer, when the Army was talking of 
drafting up to 250,000 men. Here is what 
happened to make the change possible: 

Man-power needs were cut sharply 
when President Truman reduced military 
budgets last autumn. The Army had 
counted on about 900,000 men by next 
July 1, but was told to get along with 

77,000. The Air Force’s July 1 goal was 
cut from 502,000 men to 412,000. Navy 
and Marine Corps goals also were 
reduced. 

As a result, the services already have 
reached their man-power goals, five 
months earlier than expected. They are 
now enlisting fewer than 15,000 new men 
a month. Re-enlistments are taking care 
of most man-power needs. 

Recruiters’ success helped to change 
the man-power outlook, too. The Army 
insists that authority to draft men is “the 
club over their heads” that keeps enough 
men moving into military service. But the 
fact is that recruiting campaigns at- 
tracted more men not immediately sub- 
ject to drafting than anticipated. Congress 
was partly responsible. The lawmakers 
directed, in one section of the Draft Act, 
that a big recruiting effort be made. 

The new situation in which the 
armed forces find themselves is that more 
men are willing to don uniforms than the 
services can take. “It’s embarrassing,” as 
one recruiter puts it. Only the Army has 
taken any draftees at all, and the Army 
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STANDING BY: SELECTIVE SERVICE FILES 
In case of war, the nation is insured 
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Force 


first reduced its calls, then suspended 
drafting altogether after January. 

Now, even recruiting activities are be- 
ing sharply curtailed. The Army and Air 
Force, which ran a joint recruiting opera- 


tion, are closing down a third of their | 


recruiting offices around the country. The 
Navy and Marines are cutting back, too. 
In the Western States, all four branches 
of service are consolidating their recruit- 
ing into joint offices in major cities. 
Recruiting vs. drafting, in light of 
new conditions, is becoming a subject of 
much interest in Congress. With less 
money to spend, the armed forces must 


emphasize quality, rather than quantity, | 


of man power. Voluntary recruitment has 
advantages in that situation. 

Costs of voluntary recruitment com- 
pare favorably with costs of drafting men 
when numbers of men involved are small. 
Wartime Selective Service provided 
9,905,918 men at an average cost of 
$26.96 per man. But now, with only a 
few men drafted, costs are high per man. 
The Selective Service System is spending 
$27,476,700 in this fiscal year. It is ask- 
ing for $16,000,000 for the year starting 
July 1. 

By comparison, the Army and Air 
recruiting service is spending 
about $10,500,000 this year, half of it 
for advertising. The Navy is spending 
about $1,650,000 and the Marines a 
smaller amount. 

Types of recruifs brought in by vol- 
untary methods are superior to men 
drafted against their will, in qualifications 
and attitude. The Army and Air Force 
have raised physical standards and accept 
only men scoring 90 or above on the 
mental test. Acceptance score for draftees 
is put at 70. Even with higher standards, 
the Army and Air Force have about a 
third more eligible applicants than they 
can use. 

Longer enlistment period accepted 
by volunteers is another advantage from 
the military standpoint. Draftees’ service 
is limited to 21 months. Shortest volun- 
tary enlistment now is 36 months, except 
in the case of 18-year-old volunteers, 
who can enlist for 12 months, under the 
Draft Act. 

Draft machinery is expected to be 
maintained until the Draft Act expires on 
June 24, 1950. Congress looks upon its 
cost as insurance against emergency 
needs, even if the system is idle except 
for registering the 100,000 new 18-year- 
olds every month. But there is an under- 
standing with the armed forces that the 
draft is on a stand-by basis only. Volun- 
tary enlistment is to be the main reliance 
in months ahead. Army spokesmen say 
they may need a draft in 1951, when 
many enlistments will expire. But, for the 
present, the idea of compulsory service is 
fading from the picture. 
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U.S. TAKES ON EUROPE’S DEFENSE 


Intervention Pledged If an Ally Is Attacked 


Armored wall against Russia 
is being built by North Atlantic 
Alliance. Russia is put on notice 
not to start shooting. 

U.S. is to provide guns, sup- 
plies, be ready to fight if Western 
Europe is attacked. European 
countries promise to stand to- 
gether, build mutual defenses, 
fight for one another. 

American aid, support are to 
last 20 years. Cost may be 
$1,200,000,000 at the outset, 
can go higher in years ahead. 


The American people, for the first 
time in their history, are preparing to 
enter a peacetime alliance with nations 
in Europe. The alliance will be for 20 
years and will call for the U. S. to move 
into action if one of the allies is 
attacked. 

In the past, American policy, as it 
affected Europe was one of neutrality. 


Neutrality as a policy, however, and ‘ 


specific neutrality acts did not prevent 
this country from becoming involved in 
the last two European wars. 

Once the treaty is ratified by the U. S. 
Senate—and Senator Tom Connally, For- 
eign Relations Committee chairman, ex- 
pects no trouble in mustering a two- 
thirds vote—the United States will be 
committed, in effect, to get into war at its 
start instead of after war’s spread. 

Senator Connally’s task of steering the 
treaty through the Senate will mark the 
final step in a chain of events that began 
a year ago in January when British For- 
eign Secretary Ernest Bevin proposed a 
“Western union” of European states. U.S. 
support of the proposed union was quick- 
ly forthcoming and the pact resulted. 
Now, examining the pact and what it 
means, it is evident that the new U.S. 
commitment goes far beyond a defensive 
alliance. It may be the start of another 
organization like the United Nations 
which will have greater freedom to act 
without Russia’s obstruction. 

ABC’s of the North Atlantic Alliance 
(for text, see pages 18 and 19) are re- 
garded as of immense concern to the 
people of this country and of Canada as 
well as to peoples of Europe. U.S. and 
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Canada are tied together by separate 
military arrangements and commitments. 
Now these two nations are tying them- 
selves to a group in Europe as well. 
Membership in the new Alliance, be- 
sides U.S. and Canada, started with 
Great Britain, France, Belgium, the 
Netherlands and Luxembourg, countries 
that have been allies for a year in 
the Western European Union. Norway 
was invited to enter the discussions of the 
Alliance. Denmark, Iceland, Portugal and 
Italy were asked to be charter members 
when the text of the Pact was completed. 
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Spain would like to join, but is not likely 
to get permission any time soon. Ger- 
many is outside the Alliance at this time. 

Outsiders by choice are Sweden, Ire- 
land and Switzerland. Sweden, although 
not choosing immediately to join with 
other nations in a military alliance, does 
promise to help arm her neighbors who 
have chosen to join. Ireland is staying 
out, although she could offer important 
airports and harbors in the event of war. 

What the U.S. promises is that this 
country will consider an attack against 
any member of the Alliance an attack 
upon all members, including U. S. If Rus- 
sia, for example, should attack the little 
duchy of Luxembourg, U.S. would be 
committed to interfere. The presumption 
is that the result would be war between 
U. S. and Russia, but war is not specifical- 
ly required in the Alliance. Formal dec- 
laration of war, under the U.S. Constitu- 
tion, can be made only by Congress. 


Cost to the U. S. also is left out of the 
Alliance as written. The Pact is a commit- 
ment in words. After this commitment is 
approved by the Senate and ratified by 
other nations, Congress will get a second 
section of the Alliance. This will call 
for the U. S. to provide arms to her Allies 
under an arrangement similar in many 
respects to wartime Lend-Lease. This 
arrangement is built around the idea that 
the United States is to serve as the main 
arsenal of the peacetime Alliance, pro- 
viding arms to complement those that 
other members can make. 

In dollar terms, U.S. aid 
in arming friendly nations is 
expected to start at about 
$1,200,000,000 a year and 
may rise sharply in later years. 
This figure for the first year 
also covers aid to Greece and 
Turkey, so that the money 
earmarked for European 
countries in the Atlantic Alli- 
ance may be less than $1,000,- 
000,000. All this is in addi- 
tion to Marshall Plan aid for 
reconstruction, amounting to 
about $5,500,000,000 for the 
next 15 months. In the initial 
stages of the defense program, 
the U.S. will seek to arm 
more adequately the divisions 
of troops that nations in Eu- 
rope now are maintaining. 
The arms burden will be re- 
duced somewhat for Euro- 
pean nations at this time and 
increased somewhat for the U.S. Later, 
the aim is for Europe to carry more of 
the burden, relieving the U. S. 

What the U. S. gets from the Alliance 
is a commitment of support from nations 
in Western Europe as well as a promise 
that the arms and defense programs of 
European countries now getting economic 
help from the U. S. will be co-ordinated. 

Great Britain, for example, would con- 
centrate on air and naval weapons. France 
would get a share of the British output 
and would concentrate on arms for the in- 
fantry. France would supply trained man 
power for 24 divisions compared to 
Britain’s six, while Britain’s man power 
would go mainly into the Navy or the 
Air Force. 

Bases, too, are indirectly involved. 
Greenland, for example, is of great 
strategic importance to the U.S. in the 
event of war. Denmark, which owns 
Greenland, will maintain its bases, but, if 
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Proposed for Signature During the 
First Week in April, 1949 
PREAMBLE The Parties to this Treaty reaffirm their 


faith in the purposes and principles of the Charter of 
the United Nations and their desire to live in peace 


Text of North Atlantic Treaty... 


jointly, by means of continuous and effective self/y 
help and mutual aid, will maintain and develop the” 
individual and collective capacity to resist arm 
attack. | memb 


ARTICLE 4 The Parties will consult together whe | sponsi 
ever, in the opinion of any of them, the territorial in | nance 
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with all peoples and all governments. tegrity, political independence or security of any of ART 
They are determined to safeguard the freedom, Parties is threatened. ' ternati 
common heritage and civilization of their peoples, ‘ ee 
founded on the principles of democracy, individual lib- ARTICLE 5 The Parties agree that an armed atta¢i be 
erty and the rule of law. against one or more of them in Europe or North Ames I not to 
They seek to promote stability and well-being in the ica shall be considered an attack against them all; any ict w 
North Atlantic area. consequently they agree that, if such an armed attacly 
They are resolved to unite their efforts for collective occurs, each of them, in exercise of the right of ind ART 
defense and for the preservation of peace and security. vidual or collective self-defense recognized by Artic) which 
They therefore agree to this North Atlantic Treaty: 51 of the Charter of the United Nations, will assist thf} matte 
Party or Parties so attacked by taking forthwith, in™ The c 
ARTICLE 1 The Parties undertake, as set forth in the dividually and in concert with the other Parties, sud) promr 
Charter of the United Nations, to settle any interna- action as it deems necessary, including the use of arme™ subsid 
tional disputes in which they may be involved by force, to restore and maintain the security of the Nort) it sha 
peaceful means in such a manner that international Atlantic area. > which 
peace and security, and justice, are not endangered, Any such armed attack and all measures taken as@ tion o! 
and to refrain in their international relations from the result thereof shall immediately be reported to the Sey ART 
threat or use of force in any manner inconsistent with curity Council. Such measures shall be terminate) a 
the purposes of the United Nations. when the Security Council has taken the measures neti) fate 
ARTICLE 2 The Parties will contribute toward the essary to restore and maintain international peace anil] to the 
further development of peaceful and friendly interna- security. D this T 
— — nid a ae i aa ARTICLE 6 For the purpose of Article 5 an armed at. 4 ° the 
os git entinxel are a paleo Abin y See A ea tack on one or more of the Parties is deemed to includ{) With t 
ig ra nso a ainsi ait aie at d well-being an armed attack on the territory of any of the Parti bh G 
Th P “tl nt sos hetiice Ai gh inky cei in Europe or North America, on the Algerian depart 10" 
ee ee ee ene ail wade: ies : ments of France, on the occupation forces of any Part instru 
tional spiomernen policies an — Aan geal id cine in Europe, on the islands under the jurisdiction of any ART 
collaboration between any or all of them. Party in the North Atlantic area north of the Tropi@® visions 
ARTICLE 3 In order more effectively to achieve the of Cancer or on the vessels or aircraft in this area OF their | 
objectives of this Treaty, the Parties, separately and any of the Parties. / ments 
war comes as the result of an attack on supplying new material. Cost of outfitting Article 4 of the Treaty calls on the mem- and 
the Alliance, the U.S. would automat- -a division with new arms from bullets to bers of the Alliance to consult if “the ofa 
ically have access to these bases. Norway _ tanks will run about $200,000,000, but political independence of any of the the 
also has stated specifically that bases some of the arms will be made in Europe. _ parties is threatened.” Thus, if Commu- tion 
will not be granted to the Allies in time New bombers, the latest rocket weap- nists inspired by Moscow tried to over- join- 
of peace, but Norwegian bases will be ons developed by the U.S. since the war throw the Government of France, action A 
developed by Norway for use by the’ will not be sent to Europe. The U.S. _ by the other powers is possible. Article 6 by | 
Alliance if it is attacked. Portugal is join- does not plan to risk its military secrets also permits united action in the event of plan 
ing the Alliance with a similar under- _ by sending them to friends overseas who, an armed attack on occupation forces. in now 
standing in respect to the Azores Islands _ for several years to come, cannot be ex- Europe, thus permitting united action if have 
and other Portuguese possessions. pected to defend themselves successfully Russia, for example, should attack U. S. dark 
What Europe gets, in effect, is a if the Russians attack. planes on the Berlin “air lift.” Frer 
promise that the U.S. will go to war to What the world gets out of the Al- All these provisions tie in neatly with milit 
help the nations of the Alliance if they _ liance is an answer to Russia’s veto in the _ treaties already in existence and treaties whe 
are attacked by Russia. United Nations and Russia’s tactics of _ now planned. South American countries a st 
Arms, of course, go with that promise. obstructing the unification of Europe. So are linked with the U.S. in the Inter- anot 
The arms Europe will get from the U.S. _ far, for example, Russia has blocked U.N. American Defense Pact signed at Rio de poin 
will star€ with surplus material now on _ efforts to set up an international army to _ Janeiro in 1947. Still to come is a Medi- A 
hand, which will be valued at bargain check aggression. Now, the countries of _ terranean alliance in which Italy, France, incli 
prices of 10 cents on the dollar, thus the Atlantic Alliance can set up such an Greece and Turkey may be lined up with coul 
stretching the sums earmarked for Euro- army whether Russia likes it or not. the U.S. and Britain. There is also talk Eur 
pean arms, Later, however, when surplus In addition, while the U.N. is power- of’ an Indian Ocean alliance tying up are 
material runs out, the U.S. will be less to act in the event of a civil war, some Arab states with.Iran, India, Siam atta 
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ive sel] ARTICLE 7 This Treaty does not affect, and shall not 
‘lop ~{ be interpreted as affecting, in any way the rights and 





t arm obligations under the Charter of the Parties which are 

members of the United Nations, or the primary re- 
er when! | sponsibility of the Security Council for the mainte- 
torial in "nance of international peace and security. 


_ ARTICLE 8 Each Party declares that none of the in- 
iy ‘ternational engagements now in force between it and 
‘any other of the Parties or any third state is in con- 
flict with the provisions of this Treaty, and undertakes 
© not to enter into any international engagement in con- 
" flict with this treaty. 


/ ARTICLE 9 The Parties hereby establish a council, on 
i which each of them shall be represented, to consider 
4 matters concerning the implementation of this Treaty. 
in) The council shall be so organized as to be able to meet 
i promptly at any time. The council shall set up such 
- subsidiary bodies as may be necessary; in particular 























; which shall recommend measures for the implementa- 
> tion of Articles 3 and 5. 


' ARTICLE 10 The Parties may, by unanimous agree- 
: ment, invite any other European state in a position to 
Tes NE further the principles of this Treaty and to contribute 
‘ACE aN to the security of the North Atlantic area to accede to 


| to the Treaty by depositing its instrument of accession 
with the Government of the United States of America. 
The Government of the United States of America will 
inform each of the Parties of the deposit of each such 
instrument of accession. 


ARTICLE 11 This Treaty shall be ratified and its pro- 
visions carried out by the Parties in accordance with 
their respective constitutional processes. The instru- 
ments of ratification shall be deposited as soon as 


... For Defense, Peace and Security 


possible with the Government of the United States of 
America, which will notify all the other signatories of 
each deposit. The Treaty shall enter into force between 
the states which have ratified it as soon as the ratifica- 
tions of the majority of the signatories, including the 
ratifications of Belgium, Canada, France, Luxembourg, 
the Netherlands, the United Kingdom and the United 
States, have been deposited and shall come into effect 
with respect to other states on the date of the deposit 
of their ratifications. 


ARTICLE 12 After the Treaty has been in force for 
ten years, or at any time thereafter, the Parties shall, 
if any of them so requests, consult together for the 
purpose of reviewing the Treaty, having regard for 
the factors then affecting peace and security in the 
North Atlantic area, including the development of uni- 
versal as well as regional arrangements under the Char- 
ter of the United Nations for the maintenance of inter- 
national peace and security. 


ARTICLE 13 After the Treaty has been in force for 
twenty years, any Party may cease to be a party one 
year after its notice of denunciation has been given to 
the Government of the United States of America, which 
will inform the Governments of the other Parties of the 
deposit of each notice of denunciation. 


ARTICLE 14 This Treaty, of which the English and 
French texts are equally authentic, shall be deposited 
in the archives of the Government of the United States 
of America. Duly certified copies thereof will be trans- 
mitted by that Government to the Governments of the 
other signatories. 


In witness whereof, the undersigned plenipotentiar- 
ies have signed this Treaty. 


Done at Washington, the day of April, 1949. 
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and Australia. Altogether, such a chain 
of alliances, four in number, would unite 
the world into a co-operative organiza- 
tion which Russia and her satellites could 
join—if they obeyed the rules. 

A defense plan for Europe, approved 
by the U.S., will greatly facilitate the 
plans of Europe’s armed forces. Up to 
now, the countries of continental Europe 
have been operating pretty much in the 
dark as to U. S. plans in time of war. The 
French, for example, complained to U. S. 
military planners that they did not know 
whether the U.S. wanted them to make 
a stand on the Rhine or to fall back to 
another defense line inside France. That 
point, now, is to be cleared up. 

At present, U.S. military experts are 
inclined to agree that Western Europe 
could do little to stop a Russian invasion. 
European armies that lack proper arms 
are not expected to do much if Russia 
attacks. For a year or so, the U.S. is 
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likely to do what it can to arm what troops 
its European Allies can afford to main- 
tain. Once Europe is back on its feet, 
economically, defense of Europe is likely 
to be planned more carefully. 

Looking ahead, thus, the actual op- 
eration of the Alliance formed by the 
North Atlantic Pact is likely to be a 
day-to-day affair, depending in consider- 
able part on events rather than on plans 
laid down in advance. 

What Russia does will certainly in- 
fluence the development of the Alliance. 

A move by Russian troops into Iran, 
for example, could shift all the emphasis 
from the Atlantic Pact toward the Middle 
East. U.S. arms earmarked for France 
might have to be sent, instead, to Iran. 

On the other hand, a move by Russia 
to bring an end to the “cold war” could 
slow down the development of the Alli- 
ance. But Russia, at present, shows no 
signs of such a shift. 


A decision on Germany also will 
affect the speed with which the Allies 
develop their preparations for mutual 
defense. Question is whether a Western 
German Government shall be set up and 
given a place with the other nations in 
the Alliance or whether such a policy 
would be too risky. German policy is 
under study in Washington. 

In the near future, after ratification 
of the Pact, the North Atlantic Allies will 
put the finishing touches to plans now 
taking shape for the common defense. 
They must determine which of the pow- 
ers will specialize in what arms and how 
many troops each country is to make 
available in the event of an emergency. 
For some time to come, however, the real 
strength of the North Atlantic Alliance will 
lie mainly in the fact that Americans are 
turning away from their traditional fear 
of peacetime alliances and are promising 
to take sides if war comes to Europe. 
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LINE-UP AGAINST THE PRESIDENT ; 


Southern Democrats are back 
in control of Congress, in a posi- 
tion to do about as they please 
with the Truman program. 

Minority bloc can swing with 
or against Republicans. It holds 
the power balance. The Adminis- 
tration is caught in the middle. 

An attempted “‘purge” might 
cut Democratic strength. A com- 
promise might alienate New 
Dealers. President Truman is on 
the spot. 


A solid block of 48 votes, half of 
the Senate, stands between President 
Truman and his “Fair Deal.” And on 
most of the issues to be pressed by 
the White House, this group of Re- 
publicans and Southern Democrats 
will win recruits enough to swing a 
majority of the Senate against the 
President. 

Mr. Truman, as a result, lacks control 
of Congress only two months after enter- 
ing his new term. Actual control of the 
Senate lies with a group of Southern 
Senators, largely conservative in view- 
point. These Senators are in a position to 
decide what can and what cannot get 
approval of a Democratic Senate. 

Senator Scott W. Lucas, of Illinois, is 
the Democratic Leader of the Senate in 
name only. He represents President Tru- 
man. The real power rests in the hands 
of the Southem group for whom Senator 
Richard B. Russell, of Georgia, is chief 
spokesman and Senators Walter F. 
George, of Georgia, and Harry F. Byrd, 
of Virginia, are two of the top policy 
makers. This leadership is conservative 
on the issues of labor, taxation, minimum 
wages and Social Security. 

In the House, the President is but 
little better off. There, a minimum of 200 
members will stand against his program 
on most issues. That is just short of half 
the House membership. On some issues, 
enough Southern Democrats will rebel 
to upset the President’s leaders, just as 
they did on the rent-control measure. A 
straight- line cleavage is developing there 
in the Democratic Party. 

The President has talked about going to 
the country in a crusade for adoption of 
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Congress Set to Block Most of ‘Fair Deal! | 


his program. But men most familiar with 
the present tensions on Capitol Hill say 
such an effort will do Mr. Truman more 
harm than good; that it will only harden 
the lines of the coalition. 

In such a campaign, the President 
would be attacking his own party. Even 
the late Franklin D. Roosevelt did not 
get very far with such an attempt in 1937 
and 1938 when his own anger at the 
Southerners drove him into a purge 
campaign against them. Senator George 
was one of those whom Mr. Roosevelt 
sought to purge. But the Senator is still 
in Washington. 

Many Democrats say it was White 
House insistence upon acceptance with- 
out compromise of parts of the “Fair 
Deal” that brought on the latest South- 
ern filibuster and led to the present 
situation. 

What the President finds himself up 
against is this situation: 

Democrats in the Senate and in the 
House are divided sharply on_ issues. 
Most of the Democrats from the South 
are conservative. Those from the North 
in the main are New Dealers, elected 
with the backing of labor and minority 
groups. Careful handling was needed to 
bring the two groups together. Instead, 
Mr. Truman developed his own program 
and demanded its passage. A decisive 
portion of his own party has turned 
against him. 

Of the 54 Democrats in the Senate, 22 
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‘FRUITS OF VICTORY‘ 








are from 11 Southern States. Twenty of | 
these will stand as a unit on any measure f 
that they think affects the South. They 
always can count on a few more votes 
from Border State and Western Demo- 
crats. On issues such as taxes and labor, 
18 Southerners will join 35 or more Re- 
publicans. On a few issues, the Southern } 
vote against the Administration will drop 7 
to 10 to 12. At the same time, there & 
rarely are as many as half a dozen | 
deserters from the 42 Republicans. The tT 
outcome still leaves the coalition with 
more votes than the 49 needed to win. b 

Of the 263 Democrats in the House, 7 
103 come from 11 Southern States, On | 
an issue such as rent control, 65 of these |)» 
went against the President, About the } 
same number would stand against the 
President on a tax vote, An issue such as 
repeal of the Taft-Hartley law could turn 
up as many as 90 votes from the South 
against the President, These, added to 
the votes from 171 Republicans, can 
swing the outcome against the President 
by a comfortable margin. At most, it takes 
only 217 votes to win the House. ; 

Thus, the measure of success that the [7 
President has in getting any legislation ff 
through either house depends upon how fF 
far he goes to conciliate the Southern 
members who hold: the balance of power. © 

Republicans are divided also, but 7 
less widely on most measures than the 
voting they have done in this Congress § 
would indicate, For almost two decades, © 
Republicans have worked as an opposi- 
tion party. By habit, by inclination and 
by party discipline, they usually hold 
their ranks tightly. In the Senate, they 
rarely lose more than 6 or 8 votes from 
the line set by party leaders. In the 
House, this loss seldom exceeds 10 or 12. 

What the situation means po- 
litically is that Southern Democrats are 
back in power in the party. Northern 
Democrats thought they had ousted the 
Southerners at the Philadelphia Conven- 
tion in 1948. The Southerners rebelled 
against Mr. Truman then and many of 
them walked out of the Convention when 
a civil-rights plank was written into the 
party platform. 

Northern Democrats took over. They 
wrote party policy and ran the campaign. 
Very few Southerners campaigned for 
Mr. Truman. One or two joined the 
States’ Rights campaign of Governor J. 
Strom Thurmond of South Carolina. Most 
of them kept silent so that they could 
keep congressional seniority and com- 
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41 SENATORS VOTED 
WITH THE ADMINISTRATION: 
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Where the Senate votes came from to block 





Mr. Truman’s Latest Troubles — 





the White House plan for change in rules 
that would open the way to ending of fili- 
busters. Key vote came March 11 on ruling 
by Vice President Barkley that debate on 
the motion to consider a change in Senate 
rules could be limited by two thirds of the 
Senators present and voting. 
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46 SENATORS VOTED 
AGAINST THE ADMINISTRATION: 
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mittee posts that they held under the 
Democratic Party. 

Mr. Truman and the Northern Demo- 
crats made no move to bar the Southern- 
ers from the party or their committee 
posts after the election. An arithmetical 
situation prevented them. If the mem- 
bers from the 11 Southern States were 
not counted as Democrats, the party 
would not have enough members to 
take control of the two branches of 
Congress. 

It was a coalition of Northern and 
Southern Democrats, widely separated in 
their feelings about issues, that took com- 
mand of the two houses. Some of Mr. 
Truman’s leaders in the Capitol, such as 
Speaker Sam Rayburn, of Texas, House 
Democratic Leader John W. McCor- 
mack, of Massachusetts, and Vice Presi- 
dent Alben W. Barkley, of Kentucky, 
were fully aware of this fact. The Presi- 
dent was urged to move carefully. 

But, under the caustic criticism of 
labor and other groups, Mr. Truman 
called for a showdown. As his leaders 
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drove into it, they were faced with this 
situation: 

Six of 15 committee chairmen in the 
Senate and 19 in the House are South- 
erners. They have a tight hold on taxing 
and spending committees. 

No single phase of the President’s pro- 
gram can get through either house of 
Congress without running a gantlet of 
Southerners in committees before it gets 
to the floor. In many committees, as on 
the floor itself, a coalition of Southern 
Democrats and Republicans holds the 
balance of power. They can do what they 
wish with Mr. Truman’s measures. It was 
a committee coalititn that halted the 
nomination of Mr. Truman’s old friend, 
Mon C. Wallgren, of Washington, to 
head the National Security Resources 
Board. . 

“Go slowly” is the advice that Mr. 
Truman’s best-informed advisers in the 
Capitol now are giving him. They are 
telling him that he has much to lose and 
little to gain by taking his fight to the 
country. They think that he still can get 
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some of his most important measures 
through Congress if he will hold back 
and move carefully. 

Remnants of the rent-control measure 
can be salvaged, his leaders believe. They 
also hope for housing legislation and for 
some broadening of Social Security. They 
think a raise in minimum wages can be 
pushed through, but with no broader 
coverage than now is provided. Most of 
them agree that Mr. Truman’s tax 
measure has little chance and that a 
great deal of the Taft-Hartley Act will 
be left standing. 

But the President’s leaders believe the 
main points of the civil-rights proposal 
died in the Southern filibuster. 

In spite of these setbacks, they are 
urging the President to hold his hand and 
let tempers cool, to try conciliation in- 
stead of stubborn battle. They point out 
that the President would have to fight 
members of his own party, just as did 
Mr. Roosevelt. And the men whom he 
would fight are the men who now have 
control of Congress. 
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Eva Peron: No. 1 Woman in Politics 


Reported from BUENOS AIRES 


Eva Perén, a major political 
power in Argentina, is having 
her troubles. Army leaders think 
she has too much influence. 

Show of patching things up is 
being made. But grumbling 
against President Perén’s pretty 
wife continues to break out. 

“Evita,” smiling and friendly, 
feeds the poor, helps workers, 
hands out millions in relief. Cut- 
ting her power will not be easy 
for her opponents. 


Mrs. Eva Peron, vivacious young 
wife of Argentina’s President, is run- 
ning into troubles because of the in- 
fluential role she plays in her husband's 
Government. In a relatively few years, 
Mrs. Perén has reached a position of 
direct power greater than that ever 
held by such famous wives of presi- 
dents as Mrs. Eleanor Roosevelt and 
Madame Chiang Kai-shek. Now she is 
finding that helping to run a Govern- 
ment involves hazards as well as power 
and glory. 

The blonde-haired Sefora Maria Eva 
Duarte de Perén, who prefers to be called 
“Evita” (literally, “little Eva”), is having 
to fight to hold her position. It is a story 
of a woman battling politically powerful 
generals and, so far, coming out on top. 
The fact that she remains the woman 
closest to Argentina’s poor is on her side. 
And the fact that she is youthful and 
beautiful doesn’t hamper her in a land 
where women in politics are rare. But her 
situation at the center of a troubled Gov- 
ernment is becoming shaky. 

Argentina, under President Juan D. 
Perén, has run into economic snags. The 
country’s newly won world prestige is 
threatened. Trade is stagnating, sur- 
pluses are piling up and farmers and busi- 
nessmen are grumbling. There are signs 
of an approaching crack-up. 

If a bust comes, people are beginning 
to wonder whether one of the Peréns— 
or both—will drop out of the picture. 
Rumors and gossip have become so gen- 
eral that President Perdén has taken notice 
by publicly ridiculing scandalmongers. 
But some truth lies behind the rumors. 
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‘EVITA’ PERON 
. it started with a ringside seat 


The Army, always influential in poli- 
tics, is taking an active interest in Argen- 
tina’s crisis. Key officers are frankly 
concerned over what they regard as un- 
disciplined labor. They are worried about 
labor as a political force. And a dominant 


‘Army group thinks the best solution 


would be the retirement from public life 
of Eva Perén. These Army officers feel 
her activities offend tradition, make ene- 
mies and ultimately may undermine the 
Peron Government. Also, there is a belief 
that Mrs. Perén is a center of anti-U. S. 
feeling at a time when Argentina needs 
U. S. friendship and help. 

Eva Perén, despite the pressures 
building up against her, continues to 
work tirelessly at the side of her hus- 
band. To most visitors she appears to be 
her usual energetic and confident self. 
And President Perén makes it clear by his 
actions that he values her advice, prob- 
ably above that of any other individual. 

Little tangible evidence emerges offi- 
cially of Mrs. Perén’s influence. But no- 
body doubts that the influence is there. 
She dispenses more patronage than a 
U.S. political leader, and makes her 


opinion felt on legislation as strongly as | 
anyone in the country. 4 
Through her offices in the Labor De- 
partment passes a parade of Cabinet [| 
members, politicians, officeholders, job [ 
seekers and people in trouble asking for § 
advice, food, clothing, shelter or money. 
Ambassadors feel little can be accom- 
plished for their missions without the | 
good will of the Sefiora. If she does not | 
actually wield as much power in Govern- 
ment as her husband, at least power can- | 
not be wielded without her support. 
Mrs. Perén has advocates high in the 
administration. In addition, her brother 
is the President’s private secretary. The 
husbands of her three sisters are, re- 
spectively, a Supreme Court Justice, a 
Senator and an official in the Foreign 
Ministry. Her mother and the Secretary 
of Communications are old friends. : 
Many Argentines think Mrs. Peron 
would like to run for Congress or receive 
official appointment to the Cabinet post 


RET 


Re. 


which she holds in fact—Secretary of 4 


Labor and Welfare. But she denies she 
has political ambitions. Once, when a 


friend suggested she would make a good | 


President, she shrugged off the compli- 
ment, good-naturedly but firmly. 
Mrs. Perén claims only the modest role | 


of wife and helper of the President. She t 
says her work is confined mainly to social | 


welfare. She supports maternity homes, | 


orphanages, child-welfare centers, directs 
the distribution of food, clothing, medi- & 
cine and toys. At Christmas time, every 7 


Argentine who wants may have a mag- 
num of sparkling cider and a fruitcake, 
with a personal greeting card inscribed 
“from Perén and Evita.” 

She does not see anything irregular 
in her maintaining offices in a Govern- 
ment building—a situation criticized by 
some unfriendly Congressmen. Mrs. 
Perén explains simply that she is there 
for the President “in order to learn about 
the problems of the people, and to trans- 
mit to him the worries of the working 
class.” 

Those who whisper that she is a power 
behind the throne, or that she “dictates 
to a dictator” miss the real point. Juan 
and Eva Peron like to work together and 
they feel they need one another. Her 
nickname in some circles is “La Presi- 
denta,” but it would be underestimating 
Juan D. Perén to magnify Mrs. Perdén’s 
status. It is unlikely, under any condi- 
tions, that she would be offered the Ar- 
gentine Presidency. No serious observer 
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in Buenos Aires regards her as a political 
rival to her husband. 

The love story of the Perdns has 
caught the fancy of Argentina’s romantic 
masses. People often repeat her own 
remark: “I have three loves—the father- 
land, the descamisados (shirtless ones) 
and Peron.” The story of Eva’s life is dear 
to the poor and the workers, those people 
who get so much of her attention. 

Maria Eva Duarte was born in the vil- 
lage of Los Toldos. She admits to plan- 
ning her 30th birthday this coming May 
7, though some accounts say she was 
born in 1916. She grew up in the city of 
Junin, not far from Buenos Aires. Her 
father, a political ward boss, died when 
she was very young, leaving Eva’s mother 
with a family of five to support. It was a 
constant struggle against poverty. 

While still in her teens, Eva dreamed 
of becoming a dramatic star. But from 
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1937 to 1943, she was just another young 
actress, working her way up in radio and 
the theater. Until June, 1943, she had 
not been fortunate enough to hold more 
than supporting roles. Drama _ critics 
found her pretty, but her work some- 
times cold and unexpressive. 

Eva's real career started after June 4, 
1943—the date of the military revolution 
that ushered in the political-economic 
movement now running Argentina. It 
was in that year she met handsome Col. 
Juan Domingo Perén, a widower who 
was then Under Secretary in the War 
Ministry and leader of a secret military 
lodge known as the GOU. Eva was play- 
ing a benefit performance at Luna Park, 
the Madison Square Garden of Buenos 
Aires, and the Colonel had a ringside 
seat. 

Since that day they have been almost 
inseparable. Their romance flourished 
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PERON DEMONSTRATION 





with their joint rise to fame. Eventually, 
all Buenos Aires followed the unfolding 
of their love story. In those days, Colonel 
Peron lived simply but comfortably in a 
five-room apartment in the fashionable 
North District of Buenos Aires. Eva 
Duarte had an apartment in the same 
building. 

Evita—the name she favored then as 
now—became Senora Maria Eva Duarte 
de Perén on Oct. 22, 1945. The date 
followed a significant political crisis in 
Juan Perén’s career. On October 9 of 
that year he was forced to resign his 
Government posts. Five days later he 
was imprisoned. But on the 17th, now a 
national holiday, Colonel Perén’s follow- 
ers held street demonstrations demanding 
the release of their leader. That midnight 
the Colonel returned to power. 

Juan Perén’s momentary fall served to 
demonstrate which of his friends were 
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“| have three loves—the fatherland, the descamisados and Peron” 
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loyal and which were not. Evita Duarte 
was foremost among those who stuck by 
him. Their marriage followed in a few 
days—a year and a. half after the begin- 
ning of their romance. 

The Perén partnership has been 
highly successful. Mrs. Perén has opened 
up a whole new source of political 
strength, the feminine vote. She is given 
credit for the passage of a women’s- 
suffrage law. She even pushed through a 
clause allowing women not to reveal 
their ages when registering to vote. She 
directs the labor movement, manages the 
mass support for the President which 
often impresses the Army. President 
Perén gives her a free hand. 

“Evita’’ has become a household ex- 
pression in Argentina. She does better on 
fan mail than many a Hollywood film 
star. Often, her secretaries say, she gets 
as many as 10,000 letters a day. 

Though Evita has little formal educa- 
tion beyond junior high school and scant 
training for the protocol chores of a 
President’s wife, she possesses natural 
charm and geniality. Most Argentines 
are fond of the homey, common touch of 
the Peron family life. Evita is not popular 
in aristocratic circles, but she has avoided 
snubs simply by failing to cultivate the 
old aristocracy of Argentine society. She 
makes a point of work, not society. 

Evita’s day is fully as strenuous as 
that of her hard-working husband. She is 
up at dawn and has a 7 o'clock breakfast 
with the President. She often visits 
schools, factories, nursing homes and 
union meetings before she arrives at the 
Labor Department in the forenoon. 

There, on a typical morning, she may 
receive a prominent Ambassador, the 
leader of the meat packers’ union, a dele- 
gation of garbage collectors, a Senator, or 
race-track jockeys complaining about 
their pay. She gets so busy some days 
that she has to telephone her husband 
several times to postpone the lunch they 
usually have together. 

The Eva Perén Foundation, a semi- 
official charitable society which she con- 
trols, is the center of most of her activi- 
ties. Until recently, no records were kept 
of its far-flung operations. Mrs. Perdn 
says the Foundation is not a_ business 
proposition, and thus needs no records. 
The Treasury Ministry helps to super- 
vise its financial affairs, but Mrs. Perén 
decides how to pay out the money. 

Although the Foundation has no solici- 
tors, it spends millions of dollars a 
year. Private firms feel it is a good idea 
to contribute. Embassies interested in ex- 
panding trade with Argentina sometimes 
see no harm in donating $100,000. The 
Stock Exchange once gave $500,000. 
Even school children donate their pen- 
nies. 

Flanked by half a dozen assistants, 
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PUBLISHER PERON 
... for many—“an angel” 


Evita walks rapidly among her visitors 
as she administers the affairs of the Foun- 
dation. She chats with some. For others 
she writes out chits for food, clothing, 
furniture or drugs. Frequently she 
reaches underneath the desk blotter for 
a 50-peso ($10) note or two which she 
hands to someone needing immediate 
help. Dozens of bank notes are passed 
out daily in this fashion. ~~ 

The common touch is a keystone of 
Mrs. Perén’s popularity in a land where 
formality is still the general rule of con- 
duct. She wants everybody to call her 
by her first name. Her clothes set the 
styles in Buenos Aires, but they do not 
seem to arouse resentment among women 
who cannot afford to dress as well. Once, 
when her mink and sapphires threatened 
to draw criticism, Evita turned the situ- 
ation to her own advantage by telling 
admiring working girls in a factory: 

“Some day you, too, will have clothes 
like this. Don’t think I enjoy wearing 
these fur coats. My position demands it. 
I really like any old frock. Some day, you 
will sit at the Colén Opera next to the 
rich ones on a basis of equality. What 
we're fighting for is to destroy that in- 
equality between you and the wives of 
your bosses. You're as good as they are.” 

Mrs. Perén is her husband’s link with 
the shirt-sleeved workers. Evita, at one 
time, stirred more applause from workers 
at an open-air mass meeting than did the 
President himself. 

She is still popular. But there are 
rumblings of discontent. 

Opponents accuse her of political 
interference, of vindictiveness against 
her enemies, of personal business deal- 
ings they do not like. Some Army leaders 
and their wives are particularly critical. 


Many top union leaders and poor Argen- 
tines freely hail her as “an angel,” but 
labor is no longer solidly behind her. 
During a recent typographical strike, 
workmen at the newspaper Democracia— 
which she owns—were among the first 
to walk out. Mrs. Perén herself helped 
to break the strike. 

Reports of dissatisfaction among Army 
leaders over the role played by Mrs. 
Peron have become so _ insistent that 
President Perén and the Army have 
taken steps to quiet them. They arranged 
a ceremony at a leading military estab- 
lishment that was attended both by the 
Perons and the top men of the Army. 
During the program Gen. Sosa Molina, 
the Minister of Defense, in his speech, 
made it clear that the Army supported 
administration policies, and paid tribute 
to the social work of the President’s wife. 

As a result, the general impression is 
that some understanding has been 
reached between President Perén and the 
Army. Som@ observers now are suggest- 
ing that Mrs. Perén gradually will cur- 
tail her activities. Others who know her 
insist that she has won so far and will 
not be persuaded to change without a 
fight. 

A showdown may not be far away. 
President Peron’s position may possibly 
be summed up in his own recent remark: 
“We have the whip ready and hold the 
reins tight.” 

And, at a time when Mrs. Peron’s 
future is causing speculation, some Argen- 
tines are recounting the vow Evita once 
made when she began to sense the enmity 
around her: 

“If I ever go down, watch out for 
the crash. There won’t be anybody else 
left standing up.” 
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LATIN AMERICA: WHY DOLLAR IS SHY 






Reported from BOGOTA, COLOMBIA 


Stop-look-listen attitude holds 
back Truman development pro- 
gram in Latin America. Private 
investors are wary. 

Politics, labor, uncertain profits 
are handicaps. Nobody seems 
anxious to speed U. S. cash, tech- 
nicians into projects. 

Inducements are offered to 
know-how experts from America. 
But few countries are coaxing 
U.S. capital to come in now. 


President Truman’s “bold new pro- 
gram” for sending American private 
capital and technicians to help de- 
velop the world is not catching on 
in Latin America. American business- 
men with money to invest are tend- 
ing to look around with extreme cau- 
tion before moving in. So far, there is 
almost no interest in the plan inside 
most countries. 

A survey of Peru, Ecuador, Vene- 
zuela and Colombia—an area impor- 
tant to any large-scale development 
program for Latin America—has been 
made by Clark H. Galloway, Inter- 
American News Editor of U.S. News 
& World Report. Everywhere he 
found a demand for U. S. technicians. 
Special inducements are offered in 
some cases, But there is no big in- 
crease in the flow of private capital 
from the U.S., eager to get in on 
new business ventures, And it is 
not in prospect. 

A close look at Colombia shows 
what is going on. Investments of pri- 
vate capital from the U.S. in Co- 
lombia amount to around $225,000,- 
000. Most of this money is in oil, 
with some long-term investments in 
plantations and public utilities. In ad- 
dition, during and since the war, 
American companies put money into 
factories making tires, cellophane, 
glass, textiles, containers, drugs phar- 
maceutical products and toilet articles. 

Profits in most lines of business in 
Colombia are large, when judged by 
American standards. Labor is cheap- 
er than in the U.S. New industries 
get the benefit of tariff protection. 
Americans in business in Colombia 
believe there is a good future for in- 
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vestments, particularly in light industries 
and wholesaling. 

Yet, in spite of these advantages, in- 
vestments of new capital from the U.S. 
in fields other than oil amounted to only 
$850,000 last year, a decline from 
$8,500,000 in 1946. This year the amount 
may be even smaller. And new invest- 
ments in oil development this year prob- 
ably will run below the $35,000,000 a 
year they have been averaging since the 
end of the war. 

Unsettled political conditions are a 
big reason why the flow of investment 
capital to Colombia is tapering off. 
Tension between Liberals and Conserva- 
tives already is high, although the presi- 
dential election is a year away. In smaller 
communities, with poor police protection, 
there are frequent political clashes, with 
fatalities. The tension is to rise as the 
election draws nearer. 

Indications do not point to disorders 
like those that swept Bogota last April, 
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inflicting heavy damage and paralyzing 
the country’s economy. Yet many busi- 
nessmen who would like to make invest- 
ments in Colombia will feel more like 
acting after the political situation quiets 
down. 

Organized labor under Communist 
leaders helps to make trouble, especially 
in the oil fields. Every major oil company 
had one or more serious strikes last year, 
and officjals of all of them are worried 
about more troubles in the future. Ameri- 
can businessmen complain that, once a 
dispute gets into Colombia’s labor courts, 
it is as good as lost, regardless of the 
merits of the case. 

Shortage of dollars, too, is making 
investors cautious. For several months 
last year it was virtually impossible to get 
dollars to send home as profits, for use in 
buying necessary imports in the U. S., or 
even for use in paying for purchases al- 
ready made. Now the situation is easier, 
as the result of new policies that the Gov- 
ernment adopted in December. A 
businessman can get dollars for use 
in buying imports the Government 
considers desirable. Further, by mak- 
ing a strong showing, the outside in- 
vestor may convert his peso profits in- 
to dollars to send out of the country. 

Colombia’s dollar position for the 
long pull actually promises to be bet- 
ter than that of nearly any other 
country in Latin America. This is be- 
cause demand is holding up well for 
coffee, which accounts for about 
three fourths of Colombia’s exports. 
Shipments are running around $325,- 
000,000 a year, and most of them are 
sold in the U.S., for dollars. Coffee 
men expect the demand to continue. 

In spite of the relatively good out- 
look for dollar income from coffee 
exports, however, investors are re- 
membering how remittances were 
shut off last year and they are slow 
to make commitments. 

The outlook is for continued 
caution on the part of American in- 
vestors, not only in Colombia but 
also in most other countries in Latin 
America. Businessmen are inclined 
to wait and see how problems of in- 
stability, labor troubles and dollar 
shortages are worked out. Latin- 
American countries, meanwhile, are 
making few efforts to get U.S. in- 
vestors to come in and risk their dol- 
lars. Thus, President Truman’s “bold 
new program” is failing to take hold. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 








WHAT WORLD THINKS OF U.S.: 
REPORT ON A 3-YEAR TOUR 


AN INTERVIEW WITH JOSEPH FROMM 


Far Eastern Editor, U.S. News & World Report 





EDITOR’S NOTE: Joseph Fromm, Far Eastern 
editor of U.S. News & World Report, has just re- 
turned to America after three years of reporting 
that took him around the world. 

During his travels, Mr. Fromm watched the 
beginning and the growth of the American oc- 
cupation in Japan. He was in China when the 
Communist sweep began, and he foretold the col- 
lapse of the Chiang Kai-shek Government's con- 
trol over millions of Chinese. In the last year, Mr. 
Fromm has been on hand for the fighting in Indo- 


nesia, the revolution in Indo-China, the pro-Com- 
munist uprising in Malaya, the warfare in Pales- 
tine and elsewhere. He has covered the “cold war” 
from Korea, through the Middle East, to Spain. 
Mr. Fromm is in the U.S. for a vacation before 
returning to his post in the Far East. 

The editors of U.S. News & World Report sat 
down with Mr. Fromm in our conference rooms 
to discuss his impressions of the trend of world 
events. His opinions appear in the interview on 
these pages. 











Q How does it feel to be back, after all that travel- 
ing, Mr. Fromm? 

A Fine. This country looks good. 

Q What impressions did you get overseas? Do peo- 
ple think there is going to be a war? 

A I found very little feeling of a prospect of war 
most places I went. That is true in Spain, for example. 
And it certainly is true in China. There is little feeling 
out there about a war between America and Russia. 

Q What about Iran? 

A In Iran I found generally that the people didn’t 
think there would be a war. They were jittery, all 
right. They recognize that if there is a war any so- 
called “containment policy” won’t contain anybody 
there. As far as effectively checking the Russians, that 
isn’t even a prospect. 

We’ve been putting in $100,000,000 worth of mili- 
tary equipment—so-called surplus—and we gave it 
to them with a $10,000,000 credit. They started trying 
to develop an Iranian Army. One of the men who is 
active in it told me that, if the Russians marched into 
Iran, the Iranian Army would run to the south. The 
only effective resistance might be in guerrilla warfare. 

Q What is the biggest impression you got, over all? 

A I think the outstanding impression concerns 
America more than anything else. People everywhere 
seem to think the American approach to world prob- 


lems is out of date. From the representation of the | 
State Department I got the impression, as I talked | 


with them at embassies and such places, that the U. S. 
is playing with the world as though the countries were 
just chess pawns and there were no human beings in- 
volved. Lots of times the people don’t seem to be taken 
into consideration at all. 

There seems to be a tendency to think you can buy 
nations. You can pour $2,000,000,000 into China, but 
you’re not going to buy China. There is a revolution 
going on throughout Asia. It’s a popular, mass revo- 
lution—right from the grass roots. But our policy, 
much of it anyway, is still based on the prewar status 
quo. That is the impression of lots of people in Asia. 


America’s Lost Prestige 


At the end of the war, I was flabbergasted at the 


amount of American prestige. In Malaya, in Indo- 
nesia, people would pick me up and throw their arms 
around me. In Indo-China it was the same thing. 
They expected America to be the champion of na- 
tionalist movements. 

You can imagine the terrific letdown of these people 
when they decided America was on the side of the 
colonial powers. For instance, the first Prime Minister 
of the Indonesian Republic told me: “America has be- 
trayed us. America is supporting the Dutch.” I ran 
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Our approach to world problems is called outmoded—State Depart- 


ment upholds status quo against Asia’s grass-roots revolutions— 


America’s prestige has dropped since war 


into the same thing in Indo-China, where the people 
are fighting the French. 

The Communists always are on the side of the 
nationalist movements. In Indonesia, the Communist 
line is: “The Americans have betrayed us. The Rus- 
sians have agreed to trade with us. So you see who 
our friends are.” 

Q The Russians are trying to take advantage of the 
situation out there? 

A I’d say, rather, that they have taken advantage 
of a historical situation and we have not. I don’t credit 
their intelligence. I think the U.S. just failed to sense 
an opportunity. 

Once in Saigon I had a conversation with three 
young men who are fighting the French. I asked one 
of them: “Why do you follow Ho Chi Minh. He’s a 
Communist. Don’t you realize what might happen to 
your country?” , 

They were amused. The man I was talking to 
laughed at me and said: “You mean Ho Chi Minh is 
a nationalist. The French have destroyed every other 
nationalist organization here. We would rather have 
Indo-China ruled by a native Communist than an 
Indo-China ruled by the French.” 


Communist Arguments in China 


Q Where do they get the money and the instru- 
ments to spread this Communism? 

A The point is, it doesn’t take much. 

Take the little farmer in China who gets up at 5 in 
the morning and works until dark and after. He pays 
50 to 60 per cent of his crop in rent, another 20 per 
cent in taxes, and then the Army comes along and 
takes 10 per cent more. He sees no chance of a change. 

Then the Communists come along—with no money 
whatsoever—and merely say: “Look. Why are you 
doing this? Why don’t you join us and fight for your 
rights here?”” You don’t need money to mobilize that. 

Another thing, in China the Communists got a lot 
of free guns and ammunition. It was Japanese stuff 
the Russians neglected to turn over to Chiang Kai- 
shek’s Nationalists. That lasted a few years. 

Now, though, I would say that 70 per cent of the 
Communist equipment is American. I know of one 


case where the Communists trapped a Nationalist 
army and got the equipment of 50,000 men. In Muk- 
den, everybody knew that the Nationalist troops and 
officers were selling their guns on the streets. In Tien- 
tsin, lots of guns were smuggled to the Communists. 

Q What's going to happen in China now? 

A I think the Communists are going to set up a 
coalition Government. . 

Q Dominated by Russia? 

A To this extent: In international affairs, Com- 
munist China is going to co-operate with Russia be- 
cause, after all, they probably reason that, if there is 
a war and Russia is defeated, then they lose too. But 
I think on internal affairs, the Communists will not let 
Russia say: “Now, you will do this.” 

Q Could the U.S. have kept China? Or was the 
allegiance to Russia so strong that nothing could be 
done? 

A In the first place, I certainly think there was a 
possibility of preventing the Communists from taking 
over all of China. General Marshall, during his mis- 
sion out there, felt that the Communists dominated 
maybe a fourth of the country at that time and the 
Kuomintang—the Chiang Kai-shek Government— 
had three fourths. General Marshall brought them to- 
gether, but a lot of people think that the Kuomintang 
didn’t. want a coalition. 

People out there say General Marshall did a mar- 
velous job. But, unfortunately, he had to leave at a 
critical period and the whole thing blew up. I think 
our policy after the Marshall mission was based on 
the idea that it was possible to crush the Chinese 
Communists. But, actually, I don’t think we could 
have done it. They have too much popular support. 
They are too strong. 

Q How important is China from the standpoint of 
peace in the world? 

A Industrially, China is so backward that I can’t 
think the country itself is any threat to peace. If one 
is thinking in terms of war, the fact that the Com- 
munists are taking over means Russia’s Asiatic flank 
is safe. But I don’t think anybody is thinking about 
invading Russia through China. 

(Continued on page 28) 



























Politically, the situation might have the effect of 
heartening a lot of people in Asia. The people in Indo- 
China, for instance. They may say: “Now we have a 
big brother to the north.” Many people who weren’t 
Communists before are going to think it might be a 
good idea to become Communists. 

Q Will it have any effect on India? 

A India is pretty remote from all this. I think it 
will remain neutral. One thing, though—the Com- 
munists in India seem to have learned some lessons 
from the Communists in China. They’ve gotten into 
the labor unions, and they are pretty strong there. 
But I think they are counting on rural India to be the 
strength of their movement, as it was in China. 


Doubts About Japan 


Q What about Japan? 

A Our new policy seems to be to forget about re- 
form and put recovery first in Japan. It seems to me 
the primary objective of U.S. policy in Japan is, first, 
to get Japan off the American dole and, secondly, keep 
down the Communists. 

But almost everybody recognizes that a self-suffi- 
cient Japan requires the co-operation of the countries 
of Asia, particularly Manchuria. That is the main 
source of soybeans, coal, iron ore, cotton and wool. 
The whole Japanese economy in the past—Manchuria 
was the backbone of it. 

Manchuria is Communist now. They aren’t going 
to trade with Japan. And the Chinese Communists 
aren’t going to co-operate in trade with Japan if there 
is any hint that America is building the place up as a 
military power. The same thing is true in the Philip- 
pines. It is political suicide there to advocate trade 
with Japan. 

The President of the Philippines was upset about 
it when I talked with him. He said: “You’re building 
up a reactionary Japan as a base against Russia. 
You’re buying dubious allies. We fear a resurgent 
Japan far more than we fear Russia.” 

I think these reactions are largely a result of our 
shift in policy during the last 18 months. 


Shift in U.S. Policy 


Q Shift in what policy? 

A The U.S. policy in the occupation. During the 
first year the main theme was that Japan had to be 
democratized. That was the basic policy. The breaking 
up of the zaibatsu (big monopolies) was one of the 
major things. But now I think we’ve scrapped the 
whole policy of zaibatsu dissolution. 

Q There have been almost no reparations? 

A That’s right. Certainly it has been to a large ex- 
tent Russia’s fault. But also on our part, we haven’t 
desired to have reparations. : 

There is a great conflict in our policy. On the one 
hand, the State Department says our only objective 
is to make Japan self-sufficient. But then a committee 
of engineers hired by the Army made its Report on 
Reparations and Economic Reconstruction, and people 
in Asia were flabbergasted. This Report came out and 


advocated the retention of practically all prewar Ja- 
pan’s industrial capacity—a capacity that the U. S., in 
early policy, admitted included a tremendous amount 
of what they call “obvious excess capacity.” 

And people out there began to wonder. If, as we had 
said before, so much industry was “obvious excess,” 
why was it suddenly necessary to retain it in Japan if 
our policy is only to develop a self-sufficient and 
democratic country? 

Q Is it possible the events in China have caused a 
policy switch in Japan? 

A Yes. I am sure that we have switched the em- 
phasis in Japan as a result of that. Apparently we 
haven’t decided yet what we want to do. In other 
words, one branch of the Government says we want 
Japan to be self-sufficient, and then the Army indi- 
cates we want Japan to be a military base. 

We’ve got to decide whether we want Japan as a 
military base. If we do, then I think we’ll have to sub- 
sidize the economy indefinitely. Because, if that is 
U.S. policy, we won’t get the co-operation of China, 
or the Philippines, or Australia. They are not going 
to assist in the development of a militaristic Japan. 


Japanese as Allies? 


Q In case a war came, would the Japanese people 
be America’s allies? 

A I would say, the way the political trend in Japan 
is going now, that in five years you will see the work- 
ing class violently opposed to America, and the small 
group of politicians and former war lords on the side 
of the U.S. Whether the Japanese people would fight 
for us, I would say, is extremely questionable. Any- 
way, there would be a very effective fifth column, be- 
cause the Communists have some extremely capable 
leaders and they are well organized. 

We’ve already seen the results of the recent elections 
there, in which the Communists made a relatively 
spectacular showing. That trend started quite a while 
ago. There was one case where a tax was imposed. It 
hit the workers pretty hard. The result was that there 
were strikes—which were banned—and the Socialists 
who had to apply the tax were accused of being anti- 
labor. Feeling was such that a lot of workers turned 
to the Communists. 

One of the Communist leaders used to tell me: 
“Every time General MacArthur bans a strike we 
make votes.” Of course, the Communists want to 
make the situation appear: “the Americans against 
the workers and the Communists,” and I am inclined 
to believe they have pretty well succeeded. That is 
demonstrated by the election results. I think the trend 
of U.S. policy now will start pinching the farmers, so 
that in the next year or two the farmers will feel that 
they have no one to turn to except the Communists. 

Q Are the Russians mixing into the Near East- 
Palestine business? 

A Not very much. The Russians, for the last 25 
years, have had a consistent policy in the Middle 
East. They’ve changed tactics, but the ultimate ob- 
jective always has been the same: to dislodge the 
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British and the French from the position on Russia’s 
flank. 

Palestine showed that up. First, the Russians sup- 
ported the Zionists, then they opposed them. They 
supported the Arabs, and then they supported parti- 
tion. They always looked at it against the back- 
ground of what the British were doing at the time. 
Their idea has been to get Britain out, wherever 
possible. 

Q Is there much Communist infiltration in the Near 
East and Middle East? 

A Not a great deal. In Israel you have a small 
Communist Party. Of course, I have read stories that 
the Russians are sending a lot of spies and such things, 
but I am very dubious of that. 

I would say that there is less prospect of Commu- 
nism in Israel than any country I have visited. There 
is less class conflict, for one thing, less social conflict. 
Labor relations are excellent because the unions are 
part of the Government. The workers have a very 
strong position already, so the Communists have 
nothing to offer these people. 

I talked with a lot of people there. By supporting 
Israel consistently, the U.S. has achieved a position 
where the Israeli Government is pointed very much in 
the direction of America, both politically and econom- 
ically. The party that controls the Government favors 
what its spokesmen call “neutrality.” In other words, 
they want to be friendly both with Russia and Amer- 
ica, and deal with them. I would call it a pro- 
American neutrality. 

Q What about the Arab countries? 

A Practically all the experts I- talked with said 
there is less prospect of real Communism throughout 
this whole area than anywhere else. Among the Arabs, 
the real bar to Communism is the feudalistic, religious 
barrier. 

From Russia’s point of view, she didn’t have to be 


worried about adopting an all-out pro-Israel policy. 
She probably didn’t care if she embarrassed all the 
Communist parties in all the Arab countries. For 25 
years they haven’t been able to do anything, anyway. 

The Communists are working along the lines of 
Russian foreign policy to get rid of foreign powers in 
the Middle East. That means Britain, France, America, 
etc. So you find the Communists collaborating with 
nationalist groups. You find them very active with the 
violently antiforeign movements. 

So far as U.S. policy is concerned, we don’t have to 
worry about the Arabs cutting off the oil. As it has 
worked out—and as most of the people who have spent 
a lot of time there point out—the Arabs need us more 
than we need them. In Saudi Arabia, King Ibn Saud 
gets a lot of American dollars for his oil. He wasn’t 
going to cut off the oil and bankrupt his country to 
fight over Palestine. 

I think the effect of the U.S. policy in taking a 
position that was against the Arabs, or at least a 
position backing Israel, has put our relations with 
the Arab countries on a very realistic basis. As far 
as the ordinary people of those countries are con- 
cerned, America’s attitude doesn’t mean a great deal. 
There isn’t much popular opinion in those places. 
The Arab countries are far miore backward than any 
others in Asia. 

And our policy in America has shown the people 
who run the Arab governments that they have to 
watch their step more than we have to watch ours. 
In other words, they need our economic assistance, 
our trade and our purchase of their oil. And they know 
it. The friendship of Israel is probably as important 
as the friendship of all the other states, collectively. 
Israel is obviously there to stay. It is going to be the 
most dynamic country in the whole Middle East. 

Q Did you get into Greece? 

(Continued on page 30) 
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A Just for a day or two, on my way to Italy. 

Q Then you wound up in Spain? 

A Yes. Madrid was my last long stop. 

Q After all that, what is your impression of U.S. 
policy? Are we playing a lone hand in foreign 
relations? Or are we following the British? Just 
what are we trying to do? 

A In the Near East, at one time, we followed the 
British. Now we are pretty well playing our own 
hand. 

In Asia, we just don’t seem to have any con- 
sistent policy at all. People I’ve talked with feel 
it is a sort of policy of compromises, of half meas- 
ures. This doesn’t apply to Western Europe, maybe. 
But, in Asia, the Middle East and in Spain, Ameri- 
can policy has been negative almost universally. 

Q We're putting up a lot of money, aren’t we? 

A That’s just it. America is spending billions, 
apparently with the idea that we can buy world 
support with our money. But the chances are it will 
mean spending money indefinitely because the peo- 
ple themselves are offered nothing very dramatic. 

For instance, a worker in Italy has been get- 
ting 200 grams of bread a day. If we didn’t go in 
and help he would be cut to 150. But he isn’t 
much impressed with the fact that he still gets 
200 grams. That isn’t going to turn him against 
Communism. 

What is going to turn him against Communism 
is if he gets 300 grams of bread a day and has a 
reasonable tax system or a reasonable land system 
—that’s the sort of thing that will persuade him. 


Cash vs. Persuasion 


Q That costs, too, doesn’t it? 

A Yes. My point is nothing is being done to 
persuade the people. One might say that the U.S. 
bought off Italy last year in the election over there. 
But the fact remains that nothing has been done 
yet to persuade the 30 per cent of the people or 
so who voted Communist to vote against the Com- 
munists next time. So, to make any headway, we 
have to buy them again. 

Q If we didn’t put dollars in China,.in Italy and 
Greece—if we gave nothing but moral support to 
the people who are opposing Communists—could 
these anti-Communists win? Some people in the 
U.S. get frightened every time the Communists 
make the slightest gain. 

A That’s it. It seems to me the great danger is 
that the United States will get so terrified as its 
policies backfire in some parts of the world and 
the Communists take over, that we might do things 
that are audacious to the point where they will 
be provoking. 

The Russians go in and back the Communist 
Party whether the Communists are in power or 
not. They go along with the revolutionary move- 
ment. Most people today are a great neutral mass. 
They can see no reason to support America and no 
particular reason to support the Communists. They 


are not going to fight Communists if they come in, 
and they are not going to fight on America’s side 
to throw Communists out. 

Q What do you think about Spain? 

A Franco is wooing us now, but it is on his 
terms. I calculate it would mean an expenditure of 
$2,000,000,000 to make Spain an effective ally, and 
what would you have after you spent the $2,000,- 
000,000? 

Anybody who goes in to help Franco now has 
to take Franco as he is. When we suggest reforms, 
people in his Government always say: “Our eco- 
nomic situation is so delicate that if we do any- 
thing it might cause unrest and we would have 
nothing to fall back on. But if you came over with 
$200,000,000 or $500,000,000, then we would be 
able to consider these things.” 

The idea seems to be that once you’re in you 
can’t get out. And once you’re in they don’t have 
to do anything to keep you in. Some of the men 
over there are talking themselves into a conviction 
that, if we don’t give them economic assistance, 
there will be riots and the Communists will take 
over. 

I just don’t believe it. I have not found a single 
well-informed member of our embassy staff there 
who sees any prospect of a civil war in Spain. 
They say in the whole history of Spain there has 
never been a revolution as a result of hunger. 


Cost of Aid to Spain 


As far as Franco being an ally, I think what the 
U.S. would wind up with is this: We would spend 
a lot of money to build up his economy. But the 
economy obviously couldn’t support a country 
that was on the alert for war. Therefore, we would 
constantly be required to subsidize Spain’s domestic 
economy. Indefinitely. It wouldn’t be a 5-year pro- 
gram. It would be a 10-year program, or 15. Even 
so, what would we wind up with? 

The Spanish people still, despite the absence of 
a more positive American policy, are very definitely 
pro-American. Many of these people do not fike 
Franco. They have no hope whatsoever of getting 
any aid. Therefore, any aid you put in—even 
though it might prevent the wheat ration from 
being reduced—wouldn’t have enough dramatic 
effect to convince the people it was good. Because, 
the price they would be paying would be their 
last hope of getting rid of Franco. ; 

The hope of getting rid of ‘Franco stems from 
the prospect that the Spanish economy will deteri- 
orate to the point where the people around Franco 
will decide that American aid is so imperative they 
will compel him to step down. It’s difficult to pre- 
dict whether this pressure would force Franco out. 
It is a very distinct possibility, but Franco’s retire- 
ment would not really solve the Spanish problem. 

Q One thing is clear, anyway. The world really 
seems to be in a mess doesn’t it? 

A That’s right—quite a mess. 
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FROM THE CAPITALS OF THE WORLD 


BERLIN....FRANKFURT....PARIS....LONDON.... 





>> Missing link in the Atlantic Alliance, it is becoming clear, is Germany. 
German man power, Ruhr industrial power are counted on to ease strain on U.S. 
arms and dollars, to provide what France and others in Western Europe can't. 
U.S. officials in Germany don't put it quite this way in public, but it's 
what they mean. German politicians know it, are playing U.S. against Russia. 
Question is which side Germany is to be on when the chips are down. 


Struggle between U.S. and Russia for Germany is getting hotter, moving 
nearer to showdown. It's the big battle, the decisive one of the "cold war." 
>> Battle is being fought by U.S. and Russia along these lines: 

Soviet strategy is to promise Germans end of occupation, a unified Germany, 
control of Ruhr, and peace. Price, apparently, is government by Communists. 

U.S. strategy is to finance economic recovery of West Germany, let Germans 
run their own affairs, then tie West Germany into Western Europe, make West too 
strong for Russia to attack. Price: divided Germany, perhaps for many years. 

Germans, of course, want all that's promised, especially want guarantee 
that Germany won't be a battlefield in the next war. But they balk at the price. 

Whether U.S. or Russia can deliver on its promises is something else. 








>> As Soviet Russia's strategy is unfolding inside Germany..... 

Ready-made government for all Germany, run from Berlin, promises unified 
Germany--if Communists can get West Germany away from the Western powers. 

End of occupation is hinted at by Moscow, if West will just agree. 

Danger of war is emphasized, blamed on West's control of the Ruhr. 

U.S. aS villain is the propaganda theme. U.S., Germans are reminded, 
dismantled German plants, now wants Germans to fight Russia. 














bombed German cities, 

It's a policy of propaganda, big fears, big hopes. 

In this atmosphere, the idea of a neutral, demilitarized Germany, a buffer 
zone between East and West, is getting support of some German leaders, of some 
in West as well. Germans on both sides of the Iron Curtain are talking it up. 
Idea assumes, however, that both U.S. and Russia will abandon the attempt to win 
Idea also assumes that neutral, demilitarized Germany will 
U.S. isn't making assumptions like that just now. 





Germany as an ally. 
be safe from Soviet attack. 


>> U.S. offer to West Germans, U.S. strategy, is taking this form: 
Day of punishment is over for Germans. U.S. theme now is co-operation. 
War-crime trials are to end. Death sentence for 250 is deemed enough. 
Weeding out of Nazis is ended. Nazi record, if not too bad, is not to be 
somebody has to run industry and government. 











held against Germans. Besides, 
(over) 
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WORLDGRAM-- (Continued) 


Demilitarization, U.S. feels, has gone about as far as necessary. 
Dismantling of plants for reparations is likewise drawing to a close. 
Decartelization, breaking up of big industry, is difficult, won't be pushed. 











>> As punishment of Germans ends, as constructive policy of U.S. develops..... 
Lid on industry is being lifted, in some cases thrown clear out the window. 
Restrictions on production set by four occupying powers no longer apply in 
U.S., British zones. Tendency, U.S. view, is to take lid off steel, raise it on 
shipping, ultimately leave only aircraft and arms production under the ban. 
German production, then, is to be determined by plant capacity and supply 
of raw materials. And U.S., through Marshall Plan, is taking care of that. 
Dollar aid for raw materials, for food, now around $1,200,000,000 a year, 
is to continue. For German plant expansion, U.S. private capital is sought. 
Industrial management is to be by Germans, subject to Allied inspection. 
Self-government is to begin as soon as Western allies can agree on how much 
power Germans can have. Provisional government may open shop by September. 














>> Even so, it's not all smooth sailing for the U.S. in Western Germany. 
Germans have been slow drafting plan for new government, critical of Ruhr 
management, squabbling among themselves for political advantage. 
British oppose U.S. plan to revive German shipping, in competition with 
Britain's merchant marine. British, too, fear influx of U.S.. private capital. 
French are balky all along the line. They'd keep lid on German industry, 
keep Germans' power of self-government whittled down, decentralized. 
Americans, though, are likely to prevail. They're putting up the dollars. 


‘ 


>> And in the struggle between U.S. and Russia for control of Germany..... 
German leaning is clearly westward. History, sentiment are all that way. 
It's not that present-day Germans yearn for democracy, or like Americans, or 
trust the French, but that they fear Russians and Communists considerably more. 
Competitive wooing by U.S. and Russia leaves U.S. in the lead. U.S. aid to 
Germany is a fact, a big one. Soviet promises have yet to be delivered. Ger- 
mans can measure recovery in West against distress, Sovietization in East Germany. 
Communist vote in Western Germany, under 10 per cent of electorate, shows 
the trend. In pre-Hitler days, Communist ticket got double that. By comparison 
with France or Italy, Communist hold on Western Germany is pretty weak. 
As it looks now, western two thirds of Germany, at least, is on U.S. side. 
German production, then, can buttress Atlantic Pact as well as speed recovery. 














>> Europeans are a little puzzled, though, by some U.S. acts,’ some of the talk 
that floats across the ocean just as the Atlantic Pact is being promoted. 

Idea of Pact is defense, not offense, against Soviet Russia. People of 
Western Europe believe that, even if Soviet leaders say that they don't. 

Endurance flights of U.S. bombers around the U.S., around the world, though, 
are a bit nerve racking. To some in Europe, they advertise offensive war. 

Talk of 70 Soviet cities as air targets also sounds a shade offensive. 

Talk--however intended--of germ warfare has a similar ring. 

Talk urging U.S. to make more atom bombs adds to this impression. 

To Europeans who don't know U.S. very well, all this can be upsetting. To 
those convinced by Moscow that U.S. is a warmonger, it's all but final proof. 
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Mr. Boyle, Washington Lawyer Who Is Running Democratic Party, 
Came Up From Kansas City the Same Way 


> William M. Boyle, Jr., an alumnus of 
a tough political school, virtually has 
taken over the direction of the Demo- 
cratic Party. Mr. Boyle, who, like Presi- 
dent Truman, came up through the old 
Pendergast Kansas City machine, is ex- 
ecutive vice chairman of the Democratic 
National Committee. This means that he 
directs the party’s day-to-day activities, 
plans its future and hands out patronage 
jobs. 

For these services he receives no sal- 
ary. His income comes from his Wash- 
ington law firm. This is a combination of 
circumstances that has caused some lift- 
ing of twitchy Washington eyebrows. 
Critics of such situations in past and pres- 
ent have raised the question whether a 
lawyer with party prominence can be 
sure of keeping his political power di- 
vorced from his legal practice. The ob- 
jection, in general, focuses attention on 
operations sometimes known as_ the 
Washington “influence business.” 

Mr. Boyle, 46, bulky, nervously ener- 
getic and unfailingly pleasant, indignant- 
ly denies any and all aspersions so far as 
his activities are concerned. As an old 
associate of the President, he is firmly 
entrenched. He was a chief architect of 
last autumn’s surprising election victory. 
Ahead are ambitious plans for the party. 
Mr. Boyle’s career, his part in what has 
been done and in what lies in the future 
form a revealing inner story of the Tru- 
man Administration. 

The “influence business” is a peren- 
nial Washington industry. It is operated 
mostly by lawyers who have or are 
thought to have political connections that 
make them powerful among the depart- 
ments and agencies. Clients with chores 
to be done in Washington seek them out. 
Early in the first Roosevelt Administra- 
tion, a number of members of the Demo- 
cratic National Committee opened 
Washington law offices and did a thriving 
business. There was, however, so much 
criticism that Mr. Roosevelt publicly 
repudiated them and several resigned 
from the Committee. 

With this situation in mind, critics cast 
a dubious eye on the position of any 
Washington lawyer who also is a party 
power. They are inclined to suggest that 
if such a law firm should have an errand 
to do at one of the departments, that de- 
partment might be somewhat briskly 
responsive. 

Mr. Boyle, deeply devoted to the Presi- 
dent and his interests, asserts that he 
never has and never will accept “in- 
fluence cases.” He says that his firm was 
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in business for four years before he took 
his present party job and that during that 
time -only clients with legitimate legal 
business to be done were accepted. 

“If anyone came to me with a case that 
involved going to the President or any- 
one else in the Government,” Mr. Boyle 
adds with sharp emphasis, “why—I’d run 
him out of my office.” 

The Truman-Boyle friendship began 
long ago in Kansas City, where Mr. 
Boyle’s family and the Trumans were 


as President Truman 


Meanwhile, Mr. Truman had become 
one of the Pendergast machine’s stellar 
attractions, first as county judge and then 
as Senator. Those who know the situation 
say Mr. Truman made good government 
his appeal in rural Jackson County, while 
Mr. Boyle “knew what was going on in 
the back room” when political strategy 
was being devised. 

Both Mr. Truman and Mr. Boyle kept 
clear of the scandal that torpedoed the 
Pendergast organization. When it broke, 





DEMOCRATIC PARTY DIRECTOR BOYLE 
... chief architect of last autumn’s surprise 


close friends. In addition, Mr. Truman 
came across Mr. Boyle politically, liked 
him, trusted him and took him under his 
wing. 

In a city where, he says, everyone was 
politically minded, politics started early 
for Mr. Boyle. At 16, he was organizing 
a Young Democrats’ club, ringing door- 
bells, distributing circulars and_ ballots. 
His talents were such that in another year 
or so, although far short of voting age, 
he became precinct captain. Later he was 
designated ward leader, a post he held 
until the late "30s. He took time out for 
two years’ legal training in Washington 
and then finished his law course in 
Kansas City. 


Mr. Truman was in the Senate and Mr. 
Boyle was secretary to the Kansas City 
Director of Police. After the scandal, he 
became acting Director of Police, and he 
says, “I closed up the town fast.” 

For a time, he worked in the office of 
the prosecuting attorney, and then, in 
1941, Mr. Truman called him to Wash- 
ington to become assistant counsel to his 
War Investigating Committee. When 
Harry Vaughan, now White House mili- 
tary aide, resigned as Senator Truman’s 
secretary, Mr. Boyle was given that job. 
He held it until 1944, when he was as- 
signed to the Democratic National Com- 
mittee. Then, after the election, Mr. 
Boyle opened his law office. 
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His deep interest in politics and his 
close association with Mr. Truman con- 
tinued, however, and Mr. Boyle was one 
of the first whom the President called to 
his assistance when the political going 
got tough last year. 

As a campaign manager, Mr. Boyle 
already is something of a tradition in 
inner Democratic circles. He worked for 
the President at the Philadelphia Conven- 
tion. Soon afterward, as he describes it, 
there was a strategy meeting, and Sena- 
tor J. Howard McGrath, of Rhode Island, 
Chairman of the National Committee, at- 
tended along with Mr. Truman, Charles 
Ross, Clark Clifford, Matthew J. Connel- 
ly and other presidential secretaries and 
assistants. States that went Republican in 
all the four Roosevelt elections were 
written off, together with three in the 
South. That still left States with 338 
electoral votes to shoot at, or 72 more 
than was necessary for election. It was 
decided to concentrate on these, particu- 
larly their rural areas. 

Mr. Boyle went along on the first cam- 
paign trip and then settled down in 
Washington. By telephone he kept in 
daily touch with party leaders in all sec- 
tions and particularly in the States toward 
which the Truman train was heading. At 
least once a day he was in touch with the 
train. On the basis of his talks with local 
leaders, he decided what towns and whis- 
tle stops should be visited, briefed Mr. 
Truman on local issues to be discussed 
and told him who would meet the train 
at each point. 

Mr. Boyle’s greatest contribution to the 
campaign was, however, one that started 
an argument within the Truman group. 
He was convinced from his talks with 
local leaders that Illinois and Ohio could 
be won. Others thought that, with time 
growing short, it could be spent to better 
advantage elsewhere. Mr. Boyle won. 
The President swung through the farm 
sections of those States and carried them 
both. He won them narrowly, but their 
electoral votes were enough to swing the 
election. 

Since the election, Mr. Boyle has 
taken over most of the party work from 
Senator McGrath. He will run the party, 
obviously as Mr. Truman wants it run. 
The party machinery can be used to pro- 
mote the candidacy of whomever Mr. 
Truman backs for the Democratic nomi- 
nation in 1952. Or it can be used to ob- 
tain a renomination for the President, if 
he should want another term. 

Meanwhile, there is talk of rivalry be- 
tween Mr. Boyle and Senator McGrath. 
Reports persist that the latter, as a Sena- 
tor, could be independent of White 
House desires if he chose, while Mr. 
Boyle is more readily responsive to Mr. 
Truman’s wishes. The Senator and Mr. 
Boyle, however, are good friends, are fre- 
quently in consultation and disclaim any 
rivalries. 

A typical day finds Mr. Boyle receiving 
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CHARLES ROSS & MR. TRUMAN 
. with the targets selected—Mr. Boyle supplied the ammunition 


a number of Congressmen to discuss 
patronage and other problems. He also is 
in frequent touch by telephone with local 
leaders, talking of jobs and other arising 
questions and trying to keep the organiza- 
tion formed during the campaign ticking 
along smoothly. In addition, he tries to 
keep local fires lit under the now-chilling 
Truman legislative program. 

As for the future, Mr. Boyle already 
is looking ahead to the elections of 1950. 
A registration drive is planned, to begin 
almost at once. In conjunction with the 





labor unions, the local Democratic or- 
ganizations are to make a special and 
continuing drive to get their voters of- 
ficially qualified for the ballot. Mr. Boyle 
is convinced that there are more Demo- 
crats than Republicans in the country 
and that a Democratic victory depends 
only on getting the voters to the polls. 

Before another election, however, Mr. 
Boyle’s activities both as a lawyer and 
politician obviously will be sharply 
watched by Republicans and Democrats 
alike. 


~Harris & Ewing 


SENATOR McGRATH & MR. TRUMAN 
... With the ammunition effective—Mr. Boyle has his eye on 1950 
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Life Around the World 


Franco opponent's trial is like clockwork: 


he repudiates confession but is silenced 





OCANA, SPAIN 

WICE A WEEK, almost every week in 

the year, a military tribunal in this 
ancient and sleepy little town dispenses 
military justice to “enemies of the state.” 
I have just sat through one of these trials. 
The brother of one of the defendants 
notified me the night before the trial was 
to take place, so I drove the 50 miles to 
Ocana with an official observer from the 
American Embassy. 

Foreign observers, or for that matter 
any spectators, are not particularly wel- 
come, but we were admitted after a wait. 
We were told to stand in the rear of the 
drab courtroom, even though some 20 
seats were unoccupied. 

The seven military judges sat at the 
front of the room on a low platform. Back 
of them hung the Spanish coat of arms, 
above a gold crucifix. On either side were 
portraits of Francisco Franco and José 
Antonio, a founder of the Falange. The 
eight defendants, six men and _ two 
women, sat on a hard, backless bench 
facing the court. Ten armed men of the 
Civil Guard stood close by. 

The defendants were on trial for “acts 
of military rebellion.” That phrase, how- 
ever, covers a lot of territory. There is a 
thick volume listing “acts of military 
rebellion,” and it includes such things as 
attempts “to compel the chief of state to 
act against his will.” 

Specifically, the principal defendant in 
this trial—a broad-shouldered, tough 
Spaniard with prematurely gray hair— 
was accused of trying to organize an 
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anti-Franco clandestine group. He was 
also accused of inciting violence. Two 
others were on trial for operating a print 
shop where anti-Franco propaganda had 
been printed. Still another, owner of a 
small stationery store, was charged with 
selling paper that ultimately was used to 
print “subversive” leaflets. 

The trial went like clockwork. The 
clerk read, so fast that few could under- 
stand, a long statement of the charges. 
He also read confessions the defendants 
had signed. Then the prosecutor, a young 
major with a tendency to strut, took 
over. As each defendant stood up, the 
prosecutor fired a barrage of questions, 
but seldom allowed time for answers. 

There was a slight interruption when 
one defendant denied a statement made 
by the prosecutor. A judge reminded the 
defendant he had made that statement 
to the police at the time of his arrest, and 
it appeared in his signed confession. 

“Isn't this your signature?” the judge 
asked. 

“Yes,” the defendant replied, “that’s 
my signature. You see, at first I refused 
to sign because the statements in the 
confession weren't true. But a policeman 
hit me over the head with his gun, and, 
when I regained consciousness, I decided 
it was better to sign.” 

The president of the court promptly 
silenced this defendant and ordered him 
back to his seat. 

The only other interruption in the two- 
hour trial came when the defense counsel, 
a captain appointed by the court, said 





the defendants “committed these crimes 
for money, not for idealism.” Two de- 
fendants, pointing out that they had never 
seen their counsel before, denied his 
comment, and said they did what they 
did for idealism and nothing else. 

That was the defense counsel’s only at- 
tempt to interrupt the prosecutor as he 
fired hundreds of questions at the de- 
fendants. There were no witnesses. The 
sole evidence was in the form of signed 
confessions. The prosecutor summed up 
in about two minutes, concluding with a 
recommendation of sentence. This was 
before the court had announced a verdict. 
It seemed to be generally assumed, from 
the start of the trial, that all defendants 
were guilty as charged. 

For the frightened little storekeeper 
who sold the paper, the prosecutor asked 
six years; for the printer and his wife, 12 
years; for the principal defendant, death 
before a firing squad. When the principal 
defendant heard this, he turned to the 
handful of spectators and smiled. Ap- 
parently it was what he expected. The 
defense counsel suggested that the 
sentences were excessive, but he did not 
press the point. 

Then the trial was over. As far as |] 
could tell, the sentences recommended 
by the prosecutor were affirmed. 

It was a typical trial, I was told by an 
observer who had. attended many of 
them. On the average, 100 Spaniards are 
defendants in similar trials throughout 
Spain each week, usually in out-of-the- 
way places like Ocana. 

Generalissimo Franco’s efficient secret 
police—some 88,000 of them—round up 
suspects rather regularly. As a rule, they 
move at night, pound on a suspect’s door 
about 2 a.m., and whisk him away with- 
out explanation or search warrant. 

The suspect is then subjected to what 
is called unofficial interrogation by the 
police. This process is completed when 
the suspect signs a confession. A little 
later, after the suspect is in jail, he is 
called for official interrogation by an 
Army officer, whose legal title is “military 
judge in charge of suppression of 
Masonry and Communism.” 

The prisoner then is led back to jail to 
await trial. By law, no suspect may be 
held for more than 72 hours without be- 
ing charged. But this provision of law, | 
was assured by informed observers, has 
not been used in recent years. The de- 
fendants I saw on trial at Ocana had been 
arrested in February, 1947. The interval 
had been spent in the ancient dungeons 
of Puerto del Sol. J. F. 
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ALL IN THE FAMILY... 
THE EQUITABLE FAMILY 


During 1948 The Equitable family of policyholders 
was increased by thousands of new members who 
wanted the security provided by life insurance. 


From every state in the Union—from big cities, from 
country towns, and from farms—these new members 
who joined The Equitable widened its family circle to 
a total of 4,150,000 men and women with Ordinary 
and Group insurance amounting to over $13 billions. 


It is the thrifty action and self-reliance of this huge 
family banded together for mutual protection that 
makes possible the record of accomplishment which 
The Equitable brings to you in this annual report. 


Of the $307,600,000 disbursed last year to policy- 
holders and beneficiaries, $70,086,000 was paid out 
as dividends, thus reducing the cost of the insurance 
coverage; and $108,500,000 was paid in death 
benefits. 


Payments to living policyholders were approximately 





65 per cent of all disbursements made to The 
Equitable family during the year—indicating a con- 
tinuing trend of utilizing life insurance as a means of 
providing living as well as death benefits. 


This year The Equitable celebrates its 90th Anniver- 
sary. [hat milestone is approached in a difficult eco- 
nomic period. We have spoken out against the causes 
of some current economic conditions and will con- 
tinue to do so, firm in the belief that the best interests 
of life insurance policy owners are concurrently the 
best interests of the people in general. 


We shall be glad to send you a copy of the President’s 
Report to the Board of Directors for the year 1948. 
This report gives in detail The Society’s finances, the 
main features of which are outlined below. 
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THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


A Mutual Company incorporated under the Laws of New York State 


DECEMBER 31, 1948 


Assets Reserves, Other Liabilities and Surplus 
CE PE EEE SCS CE oe $ 105,440,308 Reserves for Policy and Contract 
Bonds (including $5,303,971 on de- hd t6 Cernbi cus eaduiu ss $4,442,232,369 
posit with public authorities) Premiums Paid in Advance.......... 87,556,012 
United States Government Bonds. 777,122,362 Reserve for Tanes.......... 5 <cccscves 7,459,000 
I reso cvcee ec wacaas.c 3,004,749,170 Miscellaneous Liabilities............. 9,449,701 
Preferred and Guaranteed Stocks. . . 28,403,896 Provisions for 1949 Dividends to 
CE eos os o's cclcceceuuets 5,245,174 TUNA s0< ca cae ca eewen 63,250,322 
Mavtaaiee Nees... - ss... cnc ccecaws 656,341,897 Total Reserves and Other a as 
eer ee 112,977,497 ME ies tin dsc ewe cwuKenes 4,609,947 ,404 
Loans on Society's Policies.......... 124,889,923 Surplus Funds: 
Premiums Receivable............... 33,797,617 Contingency Reserve for Group 
Interest and Rentals Due and ee 8,130,000 
Accrued and Other Assefs....... 34,366,603 Unassigned Funds (Surplus). .... 265,257,043 
Total Admitted Assets........... +... $4,883,334,447 ido asses cae ce daw cams $4,883,334,447 


In accordance with the requirements of law, all bonds subject to amortization are stated at their amortized value, and all other bonds and 
stocks are valued at the market quotations furnished by the National Association of Insurance Commissioners. 


Thomas I. Parkinson, President 
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393 SEVENTH AVENUE 
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Business, but not the stock- 
holder in business, faces a sharp 
downturn in earnings. 

Profits, with a mild setback, 
might drop 15 per cent in 1949, 
still more in 1950. Dividends 
probably will hold high. 

If business declines, political 
argument over profits will end. 
Excess-profits tax will be forgot- 
ten. Demands for higher wages 
will lose force. 


Profits of business are to decline 
sharply in months ahead with any ap- 
preciable slowing in business activity. 
The profit decline that lies ahead 
promises to end the argument over 
whether profits are too high, or 
whether there should be a special tax 
on excess profits. 

Outlook is that the level of profits for 
1949 will be about 15 per cent under 
that of the peak year 1948. That is for 
U. S. corporations as a whole. Many com- 
panies will see their profits disappear 
completely as prices ease and activity 
lags moderately. Some may see an actual 
increase in profits. Yet the profit trend, as 
it already is developing, is downward. 

Profits, even so, by any standards 
known before the war, are to be high in 
dollar totals. After-tax earnings of cor- 
porations are expected, on the basis of 
signs now appearing in the economy, to 
be about $16,800,000,000 in 1949. That 
is $3,100,000,000 less than in 1948. By 
early 1950, with a continuing fairly 
moderate decline in business, earnings 
may be down to an annual rate of $11,- 
800,000,000, or 40 per cent below the 
1948 level. 

Dividend payments, however, are 
not likely to drop so sharply. As the chart 
on this page shows, a $3,100,000,000 
drop in profits in 1949 probably would 
mean a drop of only about $200,000,000 
in the stockholders’ share of those profits. 
In other words, where stockholders got 
$7,800,000,000, or 39 per cent of total 
profits, in 1948, they stand to get about 
$7,600,000,000, or 45 per cent, in 1949. 

The stockholder’s outlook for 1950 can- 
not yet be measured with assurance. 
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extensive research on a problem of out- 


standing. importance in National Affairs.) 


BIGGER SHARE TO STOCKHOLDERS? 


Why Dividends May Fall Less Than Profits 


However, it is entirely possible that, in 
the early months of that year, his share 
of profits may be running at an annual 
rate of 62 per cent of the total, or rough- 
ly $7,300,000,000. 

The ratio between distributed earnings 
and retained earnings then would be 
back near that of prewar years. 

In 1929, dividends amounted to 69 per 
cent of profits. In prewar 1940, corpora- 
tions paid out 63 per cent. Stockholders’ 
share of profits dropped during the war, 
and has continued low since. In 1947, 
they got only 38 per cent. 

A decided shift in corporate divi- 
dend policy, with any real setback in 
business, is clearly indicated. 

In the first three postwar years—1946, 
1947 and 1948—corporations found that 
they had to plow the greater portion of 
their earnings back into the business. 
With business volume and prices rising 
sharply, they spent billions to expand 
plant, to branch out, to step up produc- 
tion, to build inventory at rising prices. 
They had to hold back more and more 
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If Profits Drop... Outlook for Stockholders 
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of their earnings for working capital. Re- 
sult was that corporations, as a rule, had 
a relatively small share of profits left over 
for dividends to stockholders. 

Now, for many companies, expansion 
programs are over. Some, facing lower 
volume and lower prices, are modifying 
building plans. -Many are holding back 
on inventories, waiting for better prices. 
Working-capital needs are declining. All 
this means that corporations can cut 
down on the proportion of profits re- 
tained in the business, leaving a bigger 
share for dividends. Stockholders, in this 
situation, can expect to come back into 
their own, to get first call on profits once 
more. 

Timetable for the slump in profits in 
1949 looks about like this: 

In the first half of the year, the break 
should be mild. After-tax profits, at an 
annual rate, pfobably will run about 
$19,200,000,000. That is just $700,000,- 
000 below the 1948 level. 

In the second half, with just a mod- 
erate dip in activity, profits are likely to 
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drop quite sharply to a $14,500,000,000 
annual rate. 

For 1949 as a whole, on this sched- 
ule, corporate volume and _ earnings 
would show a substantial decline. 

Profits before taxes probably would be 
about $27,900,000,000. This is 14 per 
cent less than in 1948. 

Taxes, at present rates, would take 
$11,100,000,000 of that. This allows for 
State as well as federal income taxes. 

Profits after taxes then would be $16,- 
800,000,000, of which stockholders could 
expect to receive around $7,600,000,000 
in dividend checks. 

Plowed back into the business would 
be a total of $9,200,000,000, which is 24 
per cent less than 1948 retained earnings. 

All this assumes that 1949 will bring 
only mild declines in general business 
activity—about 2.6 per cent in industrial 
production, 5 per cent in wholesale prices 
and 3.6 per cent in personal incomes. 
However, profits would drop more rapidly 
than these indicators, because most busi- 
nesses are stuck with a set of stubborn 
operating costs that will be slow to come 
down. 

All along the line, with but a few 
exceptions, the major groups of U.S. 
industry are to be affected by this slide 
in profits. 

Manufacturing corporations, with a 
general setback, are likely to show after- 
tax profits-of about $9,900,000,000 in 
1949. That is a drop of more than $2,- 
000,000,000 below the level of 1948. 

However, within this group trends are 
to be mixed, just as they were in 1948. 
Last year, some important industries— 
foods, apparel, paper, printing and pub- 
lishing, leather, industrial and electrical 
machinery—showed smaller profits than 
in 1947. On the other hand, big gains 
were registered by manufacturers of 
petroleum and coal products, tobacco 
products, automobiles, nonferrous metal 
products, iron and steel, rubber products 
and textile mills. For the manufacturing 
group as a whole, profits were consider- 
ably higher in 1948 than in 1947. 

In late 1949, with weaker prices and 
sliding production, profits may tend to 
fall off substantially for makers of du- 
rables. This group includes some of the 
industries whose profits gained most in 
the first three postwar years. 

Mining corporations, too, face a 
rather severe drop in profits in a period 
of declining business activity. Profits after 
taxes in this group may be no more than 
$727,000,000 in 1949, compared with 
$835,000,000 in 1948. 

The trade group, wholesale and re- 
tail, may see after-tax profits slide to 
$2,600,000,000 in 1949. These corpora- 
tions earned $3,000,000,000 in 1948. 

Railroads and other transportation 
companies stand to take the severest drop 
of all in profits. Earnings of this group, 
after taxes, may decline to $675,000,000 
in 1949, and to a much lower level in 
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Luria Buildings can be used for 
anything from a warehouse to 
the heaviest type of industrial 
building... 








and for any type of commercial 
building — from a showroom to a 
shopping center. 


STANDARD 
BUILDINGS 


BY 


HURT 








Now you can -get permanent buildings 
to meet your exact requirements — 
without waiting, and without paying 
a premium either! 


Standard Buildings by Luria are rugged, 
heavy steel-frame structures, designed to 
meet the most exacting building codes. Yet 
they cost little or no more than light-weight, 
“temporary” buildings. Moreover, Luria 
Buildings offer you such a wide range of 
sizes, optional features, and collateral mate- 
rials that there’s practically no limit to the 
number of combinations available to meet 
your precise requirements. 


Luria buildings are available now—many 
sizes carried in stock for immediate delivery. 
Before you decide on any new building, be 
sure you get the complete facts on Standard 
Buildings by Luria. The coupon below will 
bring you a copy of our new 20-page catalog, 
without cost or obligation. 
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LURIA ENGINEERING CORPORATION 
500 Fifth Ave., New York 18, N.Y, Dept.U12 


Gentlemen: 
Please send me a copy of your new catalog. 
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This golden tone radio sounds slightly hollow to the Western 
buyer when the price tag says — ‘Slightly higher West of 
the Rockies.” And yet, how can high (and rapidly mounting ) 
freight rates be absorbed? Leading national manufacturers, 
alert to serve the most rapidly expanding market in the na- 
tion (California has increased more than 600% in popula- 
tion since 1900) have answered this question by establishing 
West Coast plants. It’s the one sure way to compete. 


LARGE SCALE INDUSTRIAL DEVELOPMENT 
During the past 5 years, more than 80 leading manufacturers 
have located plants in Santa Clara County — at the popula- 
tion center of the Pacific Coast. Approximately 50% of the 
population of the 11 Western States are within an overnight 
haul of Santa Clara County, materially reducing distribution 
costs, 

Labor ‘is stabilized and has demonstrated a high degree of 
efficiency in filling the 10,000 new jobs created in Santa 
Clara County during the past 5 years. Compared with plants 
operating in other sections of the country, with identical 
equipment, Santa Clara County workers are producing as 
much as 25% more. 

“SETTLED” LABOR 

The basis for this uniformly high production record and the 
overall harmonious labor-management relations is the ex- 
treme liveability of this area. When workers own their homes 
— take pride in their lawns and flowers — and generally 
live wholesome outdoor lives — there’s no time or inclina- 
tion for slow downs or unrest. 

If you'd like to know the names of the in- 
dustries that have migrated to Santa Clara 
County — and what their production and 


distribution experiences have been — write 
for our new industrial book. 


“NEW INDUSTRY SPEAKS" 


This 24 page book is factual and free. Please 
write for it on your business letterhead. 


San Jose Chamber of Commerce 
Dept. U San Jose 23, California 


SANTA CLARA 
COUNTY opoen 


The population center of the Pacific Coast 















Special Report 


1950. In 1948, profits here were $834,- 
000,000. 

Rail traffic is sure to suffer in a period 
of declining business. A 40-hour week, 
to take effect next September for non- 
operating rail workers, will add to costs 
in 1950. Then, unless rates are increased, 
rail profits may drop sharply. 

Utilities and communications compa- 
nies enjoy a brighter outlook, Here, even 
with a general business downturn, profits 
after taxes should reach about $921,000,- 
000 in 1949, about the same as in 1948. 
Sales are likely to stay high, and there 











-U.S. Steel Cate, 
THE EXPANDING PLANT 
There’ll be less to plow back 


may be some cuts in operating costs as 
prices of materials decline. 

Financial firms, too, can expect their 
1949 profits to hold fairly close to the 
$1,300,000,000 they earned in 1948. 

Other industries—mostly service cor- 
porations—probably will see their after- 
tax profits decline to around $855,000,- 
000 if 1949 brings a moderate setback in 
business. These industries, which also 
include agricultural, fishery, forestry and 
construction enterprises, earned $980,- 
000,000 after taxes in 1948. 

Important results, affecting the 
whole economy, could be expected from 
these changes in the profit picture. 

Political argument over whether prof- 
its are too high would quiet down. 

Excess-profits tax, now urged by 
some Administration men in Congress, 
probably would be forgotten. 
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Wage demands would tend to lose 
some force. Labor organizations now cite 
high profits to help justify their claims 
for fourth-round pay increases. 

Stock prices should be cushioned by 
the promise of stable dividends in a 
period of declining profits and business 
activity. The stock market has not re- 
flected the boom in profits. It may be 
able to withstand much of the effect of 
any future downturn in profits. 

Pressure on corporations for higher 
dividend checks would tend to subside. 
Stockholders would be getting nearly as 





7 —Standard Oil Co., (N. J.) 
THE INVESTING PUBLIC 
There‘ll be more for dividends 





many dollars as at the peak of the boom, 
and the value of the dollar, in terms of 
what it would buy, would be growing. 

Federal budget would suffer. Smaller 
profits would mean smaller tax collections 
from corporate income. With profits at 
levels given in these estimates, tax 
receipts from corporations might be 12 
per cent lower in 1949 than in 1948. 
In 1950, collections might be still lower. 

Higher taxes, then, might continue 
to hang over the head of U.S. business 
as a possibility. If new taxes come, they 
probably will be imposed on corpora- 
tions not as an excess-profits tax, but as 
an increase in regular income rates, Con- 
gress dislikes the idea of raising taxes at 
a time when business is declining. But it 
also dislikes budget deficits. New taxes 
appear unlikely, but are not yet to be 
written off as a possibility. 
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Ditto eliminates 907 of all rewriting 
in office and factory routines 





DITTO 


TRADE MARK REG. U.S. PAT. OFF. 





INCREASE 
PROFIT. 
THESE oy WAYS 


WITH 
DITTO... 





Rewriting and retyping are regarded as normal 
parts of office and factory routines in many or- 
ganizations. But in truth, this rewriting is 
wasteful, is unnecessary, results in many errors. 

With Ditto One-Writing methods, writing is 
done ONCE. After that, the duplication is done 
instantaneously and without error by Ditto, not 
by a staff of paid hands. This change of method 
does not alter basic routines at all—yet almost 
always proves to be the greatest single saving 
ever put into operation. 

Beyond that, Ditto is a DUPLICATOR. Ditto 
copies anything written, typed, printed or 
drawn, in one to four colors at once—forms, 
memos, house organs, specification sheets and 
the like. 

Users’ experience proves that Ditto saves 
from a few hundred dollars (more than the 
machine costs) to many thousands of dollars 
a year—but the greatest Ditto betterment is in 
speeded routines and reduced error. Check and 
mail the coupon for eye-opening data on Ditto’s 
application to your own routines—now. 


DITTO, INC.,6225S. Oakley Bivd., Chicago! 2, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


MST MAIL THIS COUPON! 





rc 
! DITTO, Inc., 622 S. Oakley Blvd. 

1 Stop } Chicago 12, Ill. 

Rewriting and 1 Gentlemen: Without obligation please send 

Retyping } me Free Ditto One-Writing Forms on the 
{operations I have checked: 

, 1 [1] Production [] Order-billing [1] Payroll 

Operations ; [ |Purchasing (_] General Office Duplicating 
1 My Namie.sscsccccecccececsccccecececeeces . 

3 Cut Out : Company scccsccccccccccccceccesssccccscece e 

Human Error 1 Addressecsssececccccccccccccccceccceceses ° 
BF Ailihccdadaisnsamens Miiriadsitnitaids ’ 
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WHERE THE COAL STOPPAGE HITS 


Lewis Move Invites Stiffer Law, Price Rise 


John Lewis was looking ahead 
to a new coal contract when he 
pulled his miners out of the pits 
last week. Too much coal above 
the ground weakens his bargain- 
ing position with the operators. 

Stoppage also hits other work- 
ers. Congress, annoyed by Lewis 
pressure, is likely to write a stiffer 
labor law. Consumers, too, may 
feel the effects in price of coal. 


Results that flow from the latest 
work stoppage in the coal industry, 
though highly important to the indus- 
try itself, are to go far beyond relations 
between miners and operators. They 
reach into Congress. Workers in other 
industries are affected. Consumers may 
feel the effects in higher coal prices. 

A stiffer labor law may result. If 
John L. Lewis had not called out the 
miners, Administration forces in Congress 





JOHN L. LEWIS 


would have had a better chance of get- 
ting what they want in labor legislation. 
Congress, which passed the Taft-Hartley 
Act in the first place in an effort to stop 
Mr. Lewis, will be less willing to give up 
injunctions as a weapon for ending big 
strikes. Other restrictions on unions prob- 
ably will be included. 

James Boyd is expected to be con- 
firmed as Director of the Bureau of 
Mines with little trouble. Legislators are 
resentful of Mr. Lewis’s tactics in put- 
ting pressure on them to block confirma- 
tion. Action on the appointment had 
been delayed for two years, while Mr. 
Boyd served without pay. After Mr. 
Lewis ordered the mine shutdown as a 
protest against the appointment, a Sen- 
ate committee quickly voted 10 to 1 for 
confirmation. This indicated similar ap- 
proval by the entire Senate. 

Price cutting in coal is likely to be 
slowed up for a time, if not halted, by the 
present maneuver of Mr. Lewis. Some 
firms had announced lower prices in an 
effort to dispose of their surplus stocks. 
The industry had about 70,000,000 tons 
of coal above ground, a record for the 





FOR THE MINERS—ORDERS ARE ORDERS 


postwar period, Mr. Lewis may call other 


stoppages later on to reduce the coal 9 


stocks further and keep prices up. 

Further depletion of coal supplies will 
take place, in any event, when the miners’ 
annual vacation with pay starts on June 
25. Mines will shut down until July 4 for 
this vacation. 

Thus, coal users may be forced to pay 
higher prices for coal than they other- 
wise would have paid, if recent price 
cutting had continued. And prices may 
go higher if Mr. Lewis wins concessions 
in his next wage contract that add to the 
cost of coal mining. 

Loss of wages by miners during the 
current shutdown and any other stop- 
pages that may follow will affect business 
conditions in the coal regions and else- 
where. The miners are due to lose more 
than $60,000,000 in wages during the 
two-week period alone. Their welfare 
fund will lose about $4,000,000 in 
royalties from the operators. 

Unemployment was increased by 
the coal stoppage at a time when Gov- 
ernment officials hoped it would tum 
downward. More than 470,000 miners 
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Would a UMW maneuver bring on a stiffer labor law? ... 
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and 70,000 railroad employes were 
added to the 3,400,000 persons already 
officially listed as idle, making a total of 
more than 3,940,000 unemployed. 

Contract negotiations between Mr. 
Lewis and the coal operators will be 
affected considerably by the current 
stoppage and its resultant reduction in 
stockpiles. Mr. Lewis prefers not to go 
into these contract talks when large 
supplies of coal are above ground. The 
operators then can wait out a strike for 
a longer time without pinching the coun- 
try for coal. A 45-day supply was in the 
stockpiles when the shutdown came. 

By reducing this surplus, Mr. Lewis 
has improved his own bargaining position 
and weakened that of the operators. If 
coal supplies go much lower, steel mills 
will be threatened with closing, Other 
industries also will be demanding a quick 
settlement between the operators and the 
miners. Mr. Lewis usually waits until the 
country gets close to a shortage of coal 
to do his real bargaining. 

This desire to prepare for contract 
talks probably was a big reason behind 
Mr. Lewis’s action in calling the work 
stoppage. However, he had other reasons. 

The Lewis strategy involved more 
than a fight over an appointment. Con- 
trol of the Bureau of Mines would be an 
advantage for the miners’ leader, if he 
could get control. In the past, Mr. Lewis 
has had close connections with directors 
of the Bureau. He had, and still has, for- 
mer members of his union on the Bureau’s 
pay roll, Mr. Lewis sometimes has gotten 
copies of the Bureau's mine-inspection 


~Acme 


JAMES BOYD 


. «. @ quick confirmation? 
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reports before top Government officials 
received them, He was not consulted, 
however, when Mr. Boyd was appointed, 
and the union leader apparently fears 
that his influence at the Bureau is waning. 

A feud with Mr. Truman also is being 
carried on by Mr. Lewis. He cannot for- 
give President Truman and Interior Sec- 
retary Julius A. Krug for their crack- 
downs on his strikes in the past, result- 
ing in heavy fines. By protesting against 
the appointment of Mr. Boyd, he was 
hitting at Secretary Krug, who backed 
the nomination, as well as at the Presi- 
dent. 

Enforcement powers for the bureau's 
mine inspectors are being sought by Mr. 
Lewis. He wants a law giving the in- 
spectors the power to require operators 
to make changes in mine conditions to 
eliminate dangers reported by the in- 
spectors. Mr. Lewis has tried to put teeth 
into the federal safety code for years, but 
Congress has left the enforcement to 
State laws. Despite Mr. Lewis's latest 
moves, Congress shows little indication 
of giving him the law he wants. 

Stabilizing the industry against price 
wars and overproduction is another aim 
of Mr. Lewis. In his contract demands, 
he is expected to ask fe: a 30 or 35-hour 
work week, in place of the present 40- 
hour week. However, he will want the 
same weekly pay for the shorter schedule, 
and operators will resist the proposals. 
They contend that now is no time to 
add to mining costs and force higher 
prices for coal. 

The resulting deadlock on this issue, 
and others that Mr. Lewis will advance, 
could lead to a prolonged strike. 


WAGE RISE TO BRING 


HIGHER RAIL RATES? 


Settlement of a lengthy wage dispute 
between the railroads and nonoperating 
unions will bring wage increases and a 
40-hour work week to employes in place 
of their present 48-hour week. It means 
higher costs to the roads. Whether freight 
rates are to be raised again as a result, 
however, remains in doubt. 

The rate question is now pending 
before the Interstate Commerce Commis- 
sion. The railroads are asking for in- 
creases in freight charges averaging 13 
per cent. The Commission granted them 
temporary increases averaging 5.2 per 
cent, effective in January, but the roads 
want the rest of the 13 per cent. 

The requested raise, if allowed by the 
Commission, would cover the costs of 
changing over to the 40-hour week, the 
railroads contend. They agree not to ask 
for an additional raise in rates for this 
purpose during 1949. The requested rate 
increase also would cover pay increases 
granted earlier to other railroad workers. 

The 40-hour week does not take effect 
until September 1, so that the higher 
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the chances are that if you asked 


a Boston taxicab driver to take 
you to the City’s most popular 
hotel he would whisk you to the 
world famous Parker House . . . 
He that it is 


located, provides superior accom- 


knows ideally 
modations, food and service, and 
that he is doing you a real favor 


by recommending it! 


Parker House 


A New England Institution 
Glenwood J. Sherrard, President 
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“CITY OF PORTLAND’ 


While you’re comfortably seated in a spacious Coach | 
or Puilman aboard Union Pacific’s “City of Portland,” 
miles of picturesque scenery pass in review. 









Gliding smoothly through majestic evergreen forests, 
along sweeping rivers, past snow- capped mountains, 
you'll enjoy, with other friendly travelers, the luxury 
of modern Club and Dining Cars. 


Also in daily service are Union Pacific Streamliners— 
“CITY OF LOS ANGELES”’ 
between Chicago-Los Angeles 
“CITY OF SAN FRANCISCO” 
between Chicago-San Francisco 
"CITY OF DENVER’”’ 
between Chicago- Denver 
"CITY OF ST. LOUIS” 


between St. Louis - Kansas City - Denver 
with through‘cars to West Coast 





Pullmans and reserved Coach seats on all Streamliners 


UNION PACIFIC RAILROAD 
Road of the Snmnlimens a : 
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Later Week 


operating costs would apply only to the 
last four months of this year. Railroad 
officials say that they will try to absorb 
the added costs for that period. However, 
they add that they might have to ask for 
further freight-rate increases next year, or 
later, if costs prove to be too high. 

The shorter work week is to take 
effect without reduction in take-home 
pay now received for the 48-hour week, 
This means that hourly rates are to be 
raised by 20 per cent to insure the same 
weekly income as for 48 hours. In addi- 
tion, workers are to get a raise of 7 cents 
an hour, retroactive to last October 
About 1,000,000 workers are covered 
by this settlement. They are the em- 
ployes who do not actually operate the 
trains—the track-repair crews, _ station 
clerks, roundhouse workers and others. 

Cost of the 7-cent raise is estimated at 
about $190,000,000 a year. The 40-hour- 
week change-over, when it comes, will 
cost $150,000,000 more for the last four 
months of this year, or $450,000,000 
annually. 

Operating unions, representing the 
train crews, got their wage increase 
earlier. They received a raise of 10 cents 
an hour, costing railroads an estimated 
$93,000,000 a year. 

Most of the train crews are paid on a 
basis of miles traveled, rather than hours 
worked. Operating unions, however, now 
are trying to win the 40-hour week for 
yard crews and others who are on an 
hourly-pay basis. 

New demands for fourth-round pay 
increases, through changes in working 
rules, now are being filed by the Train- 
men and Conductors, to start off the next 
round of wage discussions for the rail- 
road industry. It will be several months, 
however, before these talks reach a crisis 
stage. 


DRIVE OF FOREMEN 
FOR UNION RIGHTS 


The issue of foremen’s unions has re- 
ceived little publicity in connection with 
the writing of new labor legislation, but 
it is an issue that many employers are 
concerned about. They want Congress 
to continue the present rule that bars 
foremen’s unions from the protection of 
the National Labor Relations Board. 

Unions that represent foremen, on the 
other hand, are arguing for a return to 
the procedures used before the passage 
of the Taft-Hartley Act. The National 
Labor Relations Board then compelled 
employers to bargain with their foremen 
through labor unions. 

Employer objections to foremen’s 
unions have been outlined to committees 
of ‘Congress by various industry spokes- 
men. Probably the strongest case came 
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from the Ford Motor Co., which re- 
ported on its six-year experience with 
such unions. Ford was the first company 
to sign a contract with the Foreman’s 
Association of America, but it finally de- 
clined to renew the agreement for several 
reasons. 

Effective management is destroyed, 
a Ford spokesman declared, if foremen 
are allowed to organize into unions. The 
union, he added, tends to jeopardize the 
teamwork between top management and 
the foremen. 

Rigid seniority systems imposed by 
the unions make it impossible to give 





—Harris & Ewing 
FOREMEN‘’S CARL BROWN 
. + agents or supervisors? 


promotions on the basis of merit and 
initiative, the spokesman also declared. 

Too many strikes were called by the 
foremen at Ford, the spokesman said. 
There were four strikes and numerous 
smaller stoppages in six years. 

Tie-ins with other unions also were 
complained of. The Foreman’s union was 
accused of working closely with the CIO 
United Auto Workers. 

The union argument was given to 
the congressional committees by Presi- 
dent Carl Brown, of the Foreman’s Asso- 
ciation. He contended that foremen are 
not part of management, but are “agents 
of management” who simply get their 
orders from top supervisors. 

Net result of this conflicting testi- 
mony will be considerable argument 
when the issue reaches the floors of the 
Senate and House. The Administration’s 
bill would drop the present clause on 
foremen in the Taft-Hartley Act and 
allow them to use the NLRB once more 
in organizing. However, indications so 
far are that this section of the present 
law probably will be retained. 
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“Careful, Commodore! Don’t waste a drop—that’s Old Smuggler.” 


Ask for Old Smuggler the next time you order Scotch—and you 
will understand the reason for the words, “Careful, don’t waste a 
drop.” The historic excellence of Old Smuggler dates back 71 
years. It is composed and nurtured with patience and scruple— 
and distinguished by great softness and delicacy of flavour. 


BLENDED SCOTCH 
WHISKY + 86 PROOF 
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EXCISE CUTS: HELP FOR SALES? 


Any Changes in Rates Expected to Be Slight 


Excises are under fire, may be 
cut a little if slowdown in busi- 
ness continues. 

Cuts are urged to give business 
a lift. Taxes hit hardest in some 
lines where slump in sales is 
greatest. 

Relief, if it comes, is to be spar- 
ing. Federal budget, in the red 
already, limits cuts in excises, 
which produce a fifth of all U. S. 
revenue. 


Pressure is mounting in Congress 
for a cut in federal excises. Nearly 
everybody, including President Tru- 
man, agrees that some of these taxes, 
which apply to many necessities as 
well as luxuries, ought to be reduced 
or dropped. The problem that stumps 
tax leaders in Congress is how to make 
a few needed changes without open- 
ing the door to a wholesale slashing 
that would upset the whole budget 
picture. 

Behind the furor now developing 
over excises is the fact that trade is slow- 
ing in some of the lines that are hit 
hardest by these taxes. Tax cuts are 
urged as a ready way to give these ailing 
industries a shot in the arm. 

Unfair hardship is being claimed by 
many industries—railroads, the fur trade, 
jewelers, the cosmetic industry, sellers of 
luggage and handbags, night clubs, the- 
aters, telegraph and telephone companies 
and others. 

During the war, as shown in detail by 
the table on this page, excises were in- 
creased sharply. At that time, tax in- 
creases were designed for a double pur- 
pose—to raise revenue and to retard de- 
mand for goods and services in short 
supply. Some of the steepest increases in 
excises were intended primarily as a drag 
on consumption. Now the situation is 
reversed. Congress is worrying about a 
sales slump instead of a sales boom. That 
argument makes cuts in some excises 
hard for Congress to turn down. 

The hitch is that excises produce 
$8,000,000,000 a year in revenue. That 
is nearly one fifth of all the income of the 
Government. The U. S. Treasury and tax 
leaders in Congress fear the consequences 
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of opening up that rich source of revenue 
to a free-for-all. 

Repeal of the increases voted during 
the war, in the revenue acts of 1942 and 
1943, would cost more than $2,500,- 
000,000 a year in revenue. This estimate 
makes no allowance for any increase in 
sales that might result from excise cuts. 

More sparing cuts, on a formula of- 
fered by Representative Joseph W. 
Martin, Jr., of Massachusetts, Republican 
Leader of the House, would cost more 
than $800,000,000 a year. This formula, 
in general, would repeal rate increases 
voted in 1943, other than those on whisky, 
wine and beer. There are demands to 
add other cuts to Mr. Martin’s list. 

A selective reduction, on a formula pro- 
posed by Representative Daniel A. Reed, 





How Excise Taxes Rose 


Prewar Now 


Cigarettes (package) $0.065 $0.07 


Cigars (each) .002 .0025 
: to to 
0135 .02 
Whisky or brandy 
(fifth, 80 wont § 64 1.44 
Beer (Karel) 6.00 8.00 


Still wine (light, gallon) .08 «15 
Still wine (medium, 


gallon ) 30 .60 
Still wine ( fortified, 

gallon ) 65 2.00 
Liqueur (pint) .07 .20 


Sparkling wine (pint) .14 30 
Lubricating oil (gallon).045 .06 
Admissions 10% 
Cabaret bill 5% 20% 
Ticket broker's markup 11% 20% 
Club dues, initiation 


fees 11% 20% 
Light bulbs, tubes 5%* 20%° 
Furs 10% 20% 
Jewelry 10% 20% 


Luggage, handbags, etc.10%° 20% 
Cameras, other photo 


equipment 0Z%° 25%° 
Photo film, plates 104°. 15° 
Telegrams, domestic 10% 25% 
Leased wire 10% 25% 


Local telephone bill 6% 15% 
Long-distance calls 


(over 24 cents ) 10% 25% 
Wire and equipment 

service % 8% 
Cosmetics 10% 20% 
Train, bus, ship, x 

plane fare 5% 15% 
Freight -— 3% 


Bowling alleys, billiard 
or pool tables 


(per year) $10 $20 
Gambling machines 
(per year) $50 $100 


*On manufacturer’s sales price. 











of New York, senior Republican on the 
House Ways and Means Committee, 
would mean a revenue loss of about 
$440,000,000 a year. Mr. Reed’s bill does 
not provide for all the cuts that are being 
demanded by industry representatives. 

What Congress is up against in 
making a decision on excises can be seen 
more clearly by examining the proposed 
cuts in the light of the federal budget 
outlook. 

This year, the fiscal year that ends 
next June 30, the Government apparent- 
ly is headed back into the red, on cur- 
rent income and outgo, for the first time 
since 1946, Mr, Truman last January 
placed the deficit at $600,000,000. Ac- 
tually, it is likely to be twice that much. 

Next year, the fiscal year beginning 
July 1, 1949, Mr. Truman expects a defi- 
cit, at current tax rates, of $873,000,000, 
With just a moderate setback in business, 
the Government could find itself $4,000,- 
000,000 to $4,500,000,000 in the hole. 

This is why the emphasis, on the part 
of Administration tax planners, has been 
on tax increases instead of tax cuts. Con- 
gress shies away from raising taxes just 
now, fearing the effect on business. But 
it also hesitates, in the face of mounting 
budget deficits, to write off any large 
amount of revenue through cuts in ex- 
cises. 

Even so, demands for excise relief are 
being taken seriously. The Administra- 
tion may find it hard to keep some reduc- 
tions out of any tax legislation that is 
voted this year. 

Excise cuts, if they come, are likely 
to be sparing and selective. No blanket, 
wholesale reductions are to be expected. 

Freight tax probably would get high 
priority in any system of excise cuts. Ef- 
fect of this 3 per cent tax extends 
throughout the economy. It often pyra- 
mids, as it applies on each shipment. On 
a given item, in various stages of pro- 
duction and marketing, the tax may be 
paid several times. Other business groups 
join railroads in demanding a cut here. 

Passenger tax of 15 per cent is a 
favorite target for those demanding ex- 
cise relief. The wartime increase was 
aimed primarily at reducing travel. Rail- 
roads are seeking to arouse ticket buyers 
against this tax. 

Telephone tax is under fire, from 
customers as well as phone companies. 
Local phone tax went up from 6 to 15 
per cent during the war. The tax on long- 
distance calls was raised from 10 to 25 
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per cent, primarily to reduce the load 
on the wires during war years. 

Telegraph tax is a likely prospect for 
any excise-reduction bill. On domestic 
tolls, Congress raised the tax rate from 
10 to 25 per cent during the war, largely 
to hold down unessential traffic. Western 
Union Telegraph Co. blames part of its 
current troubles on this tax. 

Fur tax is under fire. Sales resistance 
started showing up long ago. The trade 
believes removal of the tax would bring 
customers back. Some relief is possible. 

Cosmetic tax causes trouble, and may 
be modified if any excise bill is passed. In 
Congress, many demand this tax be lim- 
ited to luxury cosmetics. It now applies 
also to things often called necessities, 
such as lipstick, face powder and baby oil. 

Oleomargarine-tax repeal is sure to 
be voted on by this Congress. At the 
urging of Mr. Truman, the House Agri- 
culture Committee already has recom- 
mended repeal. This tax, subject of a 
quarrel of long standing in Congress, is 
more political than economic. It pro- 
duces only about $16,000,000 a year. Re- 
peal is sought in a separate bill. 

Tax on business machines draws 
complaints from buyers, and may be con- 
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BUYING PERFUME 
... an end to “‘plus tax’’? 
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50 YOUr Sales dollar G06 farther! 


Here’s how it works: The more market centers, the shorter the 
haul. The shorter the haul, the higher the farmer’s profit. The 
higher his profit, the more he has to spend—and the more he can 
buy from you. 

But Michigan’s many markets are only one reason for its unique 
stability among “upper third” farm states. Look at its many prod- 
ucts—fruit, grain, livestock, poultry—a cash return all year ’round! 

Still another reason for stability—years. Michigan was one of 
the pioneer farm states . . . now it’s a 530 million dollar market 
for your products. And the place to sell them is MICHIGAN 
FARMER—guide to Michigan farm families for more than a hun- 
dred years—read by four out of five today! 












GOLDEN CRESCENT STABILITY 
“your best profit hedge in the farm market” 


No farm area of equal size and wealth can match the stabil- 
ity of The Golden Crescent. It has greater age ... more 
market centers... a larger variety of products. Served by 
MICHIGAN FARMER, THE OHIO FARMER, and 
PENNSYLVANIA FARMER, The Golden Crescent 
safeguards your profits through the ups and downs of the yal 
farm aula For further information write 1013S, 
Rockwell Ave., Cleveland 14, Ohio. 
MICHIGAN FARMER, East Lansing 
PENNSYLVANIA FARMER, Harrisburg THE OHIO FARMER, 
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a Burroughs is your 
best adding machine buy! 


Only $125 


plus applicable taxes 
for this 

8-column Burroughs 

Capacity 999,999.99 


Find out which model Burroughs is right for your needs. 
Then compare it with other adding machines at a com- 
parable price. You'll see why a Burroughs is your best 
buy. Call your local Burroughs office or write direct. 


Immediate delivery on most models. 
URROUGHS ADDING MACHINE CO., DETROIT 32, MICH. 























A lightened nati 

or an enlightened nation 
Young America is served by the most extensive public 
school system in the world —a distinguished national 
asset bringing education within the reach of all. It is a 
created asset, financed in great measure through the sale 
of bonds issued by communities, counties, states and 
other taxing districts. 

Halsey, Stuart & Co. Inc. for many years has been 
identified with municipal bonds of this type, making 
them available to thousands of conservative investors. * 
Their desirability as investments has been maintained 
by demonstrated safety through the years together with 


their valuable exemption from federal income taxes. 
Send without obligation for our latest offering list. 





REPRESENTATIVE 
SCHOOL BONDS 


Cleveland Heights 
City School District, Ohio 


1%% Bonds 


Colorado Springs, Colorado, 
School District No. 11 
1% & 14% Bonds 
Evanston, Illinois, 
Township H. S. District No. 202 
2%% Bonds 
Houston, Texas, 
Independent School District 
2%, 2% & 3% Bonds 
Lane County, Oregon, 
School District No. 4 (Eugene) 
2 & 2%4% Bonds 
Scranton, Penna., School District 
134% Bonds 


Tacoma, Wash., 
School District No. 10 
2%, 2% & 3% Bonds 








HALSEY, STUART &CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 - 35 WALL STREET, NEW YORK 5 


- AND OTHER PRINCIPAL CITIES 


Dinance Week 


sidered by Congress in any program off 
tax relief. 

Luggage tax may be modified if any 
excises are cut. There have been many§ 
complaints against applying this tax tg 
handbags, pocketbooks and billfolds. 

Jewelry tax is blamed, in part, for 
slowing trade in that field. Mr. Martin’s 
bill would cut this tax by half, and would 
exempt all jewelry items selling for less 
than $25. 

Tax on light bulbs is one that draws 
many complaints. 

Admissions tax, as it applies to re-] 
ligious, charitable and community affairs, } 
may be dropped. There is less support] 
for tax relief on admissions to commercial] 
entertainments, even though the amuse- 
ment industry is pinched by the public’s 
turn to cautious spending. 

Liquor taxes are not likely to get any 
relief this year, although the industry is 
complaining that the tax is aggravating 
its troubles in maintaining sales volume. 
The trouble is that liquor taxes produce 
far more revenue than any other excises. 
Mr. Truman estimates the yield of these 
taxes at $2,419,000,000 in the fiscal year 
beginning next July 1. 

Tobacco taxes, too, are so profitable 
that Congress probably will not be much 
inclined to tamper with them, They pro- 
duce more than $1,300,000,000 a year, 
second only to liquor excises as a revenue’ 
source, 

Tax on cabarets, club dues and 
initiation fees stands but little chance of 
a cut this year. 

Automobile tax, raised before the 
war started, draws some complaints from 
the industry, but no early relief is in 
sight, except possibly on reconditioned) 
automobile parts. : 

Decision on excises may be de- 
termined by what happens to general 
business conditions in the period ahead. 

If spring produces a business upturn, | 
as some still expect, then Congress prob- 
ably will not be much inclined to vote 
any major reductions in the excise struc- 
ture. Emphasis then is likely to be on} 
balancing the budget. 

If, on the other hand, business trou- 
bles continue to pile up and unemploy- 
ment keeps rising, Congress may go to 
lengths to give business a helping hand. 
In that case, some selective cuts in trou- 
blesome excises might become law in 
1949. 

Whatever happens, excise cuts are not 
to go as far as many are urging. The same 
business troubles that might lead to ex- 
cise reductions would also aggravate 
the Government’s budget difficulties. 
With slowing business, revenue tends 
to decline and spending for some 
programs tends to rise. This is the limit- 
ing factor on what Congress can do 
about excises. 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Business activity, as reflected by bank loans, shows a definite downswing. 
That is a sharp contrast from a year ago, when bank loans were expanding. 

Business loans of banks are $508,000,000 below the peak of December 22. A 
drop in business loans is seasonal at this period, but the current decline is far 
greater than last year's shrinkage of $137,000,000 for the same period. 

Consumer loans are down $117,000,000 from the December 22-March 9 period. 
For the corresponding period last year, these loans grew by $68,000,000. 

Real estate lending by banks has slowed markedly. Increase in loans on real 
estate since December 22 is $16,000,000. A year ago there was an increase of 
$137,000,000. That represents a sharply shrinking mortgage market. 

These figures are for commercial banks that report weekly to the Federal 
Reserve Board. They confirm trends noted in production, sales and employment. 
Banking figures indicate that expansion is being replaced by contraction. 











When it comes to explaining the shrinking trend in bank credit..... 

Business borrowing probably is down because business firms need less money 
for inventory and for expansion. Banks probably are willing to make such loans. 

Consumer borrowing is off because consumers are buying fewer hard goods. 

Mortgage borrowing may be down because banks are tightening these loans. 
Slowing activity in real estate markets, however, is a partial explanation. 

A reduced volume of bank loans means a reduction in the money supply, and 
that, in turn, reflects a smaller volume of business. Demand deposits of these 
reporting banks, for example, are $1,509,000,000 smaller than a year ago. 











Government credit policy, in the face of these trends, is very cautious. 

Installment-credit terms already have been eased, but without any marked ef- 
fect on the volume of installment sales. Further easing may be approved. 

Interest-rate pattern of the Treasury is being maintained, although some in- 
crease in short-term rates appears justified in view of refunding needs. 

Treasury debt management still calls for reduction of bank=-held debt. 

These policies give a surface appearance of trying to ease credit with one 
hand by easing installment terms, and to tighten it with the other by reducing 
volume of bank-owned public debt. Most appraisers, however, judge the policy to 
be one of trying not to influence business one way or the other at this time. 














Money and credit problems promise to become international before long. 

The U.S. export balance, the excess of exports over imports, is being fi- 
manced almost entirely by Government grants at the present time. 

Export surplus for the last quarter of 1948 was $1,500,000,000. And the 
amount of Government grants under the Marshall Plan also was $1,500,000,000. 

That is a policy that cannot continue forever. It means, in effect, that 
what foreign countries can't pay for by their earnings, the U.S. gives them. It 
is questionable whether export trade can be sustained for long by gifts. 








For 1948 as a whole, however, the trade picture was somewhat brighter. 

Total exports of goods and services amounted to $16,800,000,000. 

Total imports of goods and services added up to $10,500,000,000. 

Export balance of $6,300,000,000 was smaller than the $11,200,000,000 in ex- 
cess exports for 1947, when total exports were $19,700,000,000 against total im- 
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TREND OF AMERICAN BUSINESS-- (Continued) 


ports of $8,500,000,000. The year 1948 showed an approach to a balance. 
Government aid, of $4,700,000,000, financed most of the trade balance. 
To be expected this year is a concerted drive by other countries to increase 
their exports to the United States. This may prove difficult in the face of 
Slackening U.S. business activity and a smaller demand for goods. 





Monetary devaluation--a lower dollar value for foreign currencieS--may ap- 
pear more attractive as other countries try to add sales in the U.S. market. 
Cheaper money in terms of dollars means cheaper prices for foreign goods. 
The British, for example, may find an advantage in a $3 pound instead of a 
$4 pound. It would mean a 25 per cent dollar-price slash for British goods. 
Sentiment abroad for currency devaluation is reported to be increasing. 
U.S. critics of the high value put on foreign currencies also might change 
their tune if devaluation became widespread. It would mean stiffer competition. 
The change in attitude toward money values is another reflection of the 
shift from a sellers' to a buyers’ market. . It is becoming world wide. Price 
becomes important when sellers have to seek buyers. And, before the war, money 
devaluation proved an easy, if temporary, way to cut prices of goods for sale. 

















This time, however, competitive currency devaluation, in the search for 
wider markets, would be stopped. Most countries outside the. Russian orbit are 
members of the International Monetary Fund. They are bound not to change their 
currency values without consulting the Fund and can't devalue: by more than 10 
per cent unless the Fund consents. So there should be no money chaos. 


Some U.S. producers can be expected to resist more imports in any event. 
Complaints of foreign competition have been lodged by the woolen industry, 
cotton-goods makers, the glove industry, the chinaware industry, the rubber- 
footwear industry, the glass industry, bicycle companies and watch companies. 
Farm interests object to increasing infports of nuts and live cattle. 
Fishing industry objects to competition from Canada, Iceland and Norway. 
Plywood firms and clothespin manufacturers also have made objections. 
These complaints were filed at hearings on extending the Reciprocal Trade 
Agreements Act. They would increase if imports develop any significant rise. 














Rent control appears to be headed definitely for some weakening. 

Rental units are to remain under some kind of control for a period of 15 
months, but Congress gives no sign of accepting the bill the White House wants. 

Decontrol of any area is to be permitted by local option. The final rent 
bill is almost sure to allow States to get rid of controls if they so desire. 

Higher rents also seem to be sure. Senate and House bills each provide for 
rent increases. The House bill would promise landlords a "fair return on a fair 
value of property." Senate committee would allow a 5 per cent increase in rents 
next October 1, another 5 per cent jump the following April l, on all dwellings 
that have not already received the voluntary 15 per cent increase. 

Landlords stand to get far gentler treatment than they expected when the 
Administration first called for rent-control extension with tighter terms. 











Other controls by the Government also are in a stage of relaxation. 

Export _ controls are being applied to fewer and fewer commodities. 

Controls are removed for chemicals, fats and oils, many building products. 

Forest products, except for Port Orford cedar, also are free of control. 

Fact is that domestic supply of materials is increasing in almost every 
line so that there is less need for controls. In months ahead, export-control 
policy is likely to be confined to strategic and foreign-policy goals. 











Supply-demand developments are not making a case for Mr. Truman's -bid for 
more controls. Outlook is that Congress will brush most requests aside. 
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Reg. U.S. Pat. Off. 


What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN bargain with a union, 
representing a minority of your em- 
ployes, over grievances and disputes not 
covered by your contract with a union 
holding official bargaining rights. A cir- 
cuit court of appeals rules that such ac- 
tion by an employer is not an unfair labor 
practice under the Taft-Hartley Act. 


* * * 


YOU CANNOT always rely on the 

fact that you reduced your prices to 
meet competition in good faith as a de- 
fense against charges of price discrim- 
ination. A circuit court of appeals holds 
that a good-faith claim of this kind is not 
acomplete defense in a price-discrimina- 
tion case under the Robinson-Patman 


Act. 


* * * 


YOU CAN, as a manufacturer of 
cans, use more fin in making con- 
tainers for beer and for animal foods. The 
Department of Commerce removes its 
special quota restrictions on the amount 
of tin that can be used for these purposes. 
Other changes also are made in the tin- 
conservation order to simplify the prob- 
lems of manufacturers and packers. 


= * * 


YOU CANNOT import fin-bearing 
alloys during the second quarter of 


1949 unless you file an application with, 


the Office of Domestic Commerce by 
March 31. This deadline is set by the De- 
partment of Commerce in announcing 


policies that will govern permits for pri- 


vate imports of these alloys. 


* * * 


YOU CANNOT, as sole stockholder 

of a corporation that you intend to 
liquidate, always treat as a capital gain 
your profit from the sale of the company’s 
stock in trade. A circuit court of appeals 
decides that ordinary income, and not a 
capital gain, resulted when a company, 
engaged in manufacture and sale of wine, 
sold its entire stock. The court em- 
phasizes that no “good will” was trans- 
ferred in the deal. 


* * * 


YOU CAN sometimes negotiate a 

contract to sell supplies to a Govern- 
ment agency, without making a competi- 
tive bid, if the agency has been unable 
to get satisfactory bids on the contract. 


The Comptroller General approves direct 
negotiations in one case where an agency 
could not obtain essential materials when 
needed, either through bids or from its 
regular suppliers. 


> * * 


YOU CANNOT safely discharge an 

employe for originating a work stop- 
page in protest against the firing of an- 
other worker, even though you were 
within your legal rights in dismissing the 
first employe. The National Labor Rela- 
tions Board finds that a protest walkout 
of this kind is protected by the Taft-Hart- 
ley Act, whether the original discharge 
was legal or illegal. 


* * * 


YOU CANNOT, under a court rul- 

ing, be sued for additional damages 
by an employe with whom you make a 
private settlement of his disputed claim 
for back wages under the Wage-Hour 
law. A federal district court holds that an 
employe who makes such a settlement 
may not later seek further damages by 
court action against his employer. 


* * * 


YOU CAN express your opinion on 

plans of the Securities and Exchange 
Commission to change its requirements 
for making reports on securities. In 
making public proposals for modifying 
and simplifying its reporting rules, the 
agency invites comment until April 15. 


* * * 


YOU CAN now avoid paying double 

taxes on the same income in the 
U.S. and Denmark. The Bureau of In- 
ternal Revenue formally puts into effect 
regulations carrying out provisions of the 
reciprocal tax treaty with Denmark. This 
agreement, which follows the pattern of 
similar treaties with several other coun- 
tries, is aimed at removing double taxa- 
tion and preventing tax evasion. 


* * * 


YOU CAN export most types of 
forest products to countries outside 
Europe and adjacent areas without get- 
ting an export license from the Office of 
International Trade. Items for which ex- 
port controls are eased include hardwood 
flooring, softwood logs, bolts and hewn 
timber, doors and door frames, window 
frames and other types of millwork. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wor.tp 
Report, on written request, will refer interested readers to sources of this basic material. 
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“FRESH START” 


Select COLORADO 


Swish-h-h! You're off to a flying 
start the minute you inhale that clean, 
brisk mountain air in Colorado. That's 
why—according to latest U. S. Census 
figures — Colorado workers produce 
almost 30% more than the national 
average. That’s why more and more 
forward looking leaders of business 
and industry are moving headquarters 
staffs, factories, and branch plants to 
Colorado. 

You can enjoy the long seasons— 
skiing ‘til May, golf through Novem- 
ber, good fishing, good hunting. And 
your balance sheet shows the differ- 
ence .. . increased production, lower 
costs, less absenteeism. 

Try a Colorado vacation. Convince 

yourself that Colorado offers you more 
of everything. 
F-R-E-E! we'tl gladly send you a 
copy of the “executive portfolio” 
containing travel information, fact 
book, and authoritative industrial 
relocation data. Write for your copy 
today! 


COLORADO 


Department of Development 
504 State Capitol Denver, Colorado 
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The Management Staff, the Pro- 
Staff, the Engineering 
Department, and the officials 


duction 





responsible for sales, distribu- 
tion, and transportation—these 
men and their assistants natu- 
rally are cover-to-cover readers 
of U.S. News & World Report 
because they must keep informed 
on national and international 
trends—which today, more than 


ever, is “must” news. 


Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “‘must” news. 


U. S. News & World Report 


Advertising Department 


30 Rockefeller Plaza New York 20, N. Y. 
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WHEN BENEFITS FOR VETERANS END 


Special benefits for veterans under the 
GI Bill of Rights are beginning to run 
out, Many veterans already have used up 
all of their unemployment pay, free 
schooling and loan rights. The first im- 
portant cutoff date under the GI law 
comes this summer, when unemployment 
compensation ends for most veterans. 
But this does not mean that all privileges 
for ex-servicemen of World War II are 
about to stop. Some will go on for years. 

For businessmen, as well as for vet- 
erans, it is important to know just when 
GI benefits expire. The program for as- 
sistance in on-job training is of interest 
to many businessmen, in their planning. 
Farmers should know how long on-farm 
training continues under the GI Bill. 
Real estate dealers, property owners, 
banks and other lenders have an interest 
in mortgage guarantees for veterans. 
And the colleges and other schools will 
be affected by termination of free tuition. 
A drop in employment could bring a 
sharp increase in the number of veterans 
seeking education at Government ex- 
pense in the period ahead. 


Is the whole program of veterans’ 
benefits going to end soon? 

No. Some of the benefits under the GI 
Bill stop this year, But others do not ex- 
pire until 1956 and 1957, when the pro- 
gram ends altogether except for a small 
number of postwar veterans. Congress 
has extended these deadlines once since 
the war and could do so again, 


What, then, is involved in reports that 

veteran programs are ending? 
Special unemployment compensation for 
most veterans does end next July 24. That 
will be about the last of the “52-20 Club.” 
Anyone discharged before July 25, 1947, 
will lose his right to an unemployment 
check next July. Those who stayed on in 
service after 1947 can claim this benefit 
until two years after their discharge. Un- 
employment pay under the GI Bill ter- 
minates in July 1952, except for some 
who enlisted or re-enlisted between Octo- 
ber, 1945, and October, 1946. These pay- 
ments are $20 a week and can be drawn 
up to a maximum of 52 weeks. Some 
veterans already have received their full 
52-20 payments, 


Is on-job training to end soon, too? 

Not right away. This program has some 
time to go, On-job training must be 
started by July, 1951, by most veterans 
if they are to get Government assistance. 
Those who had postwar service after 
1947 have until four vears after their 
discharge to start. This program of joint 
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payment by the Government and em- 
ployers ends altogether in July, 1956, for 
all veterans except some of those who en- 


listed in 1945-46. 


Does the same time limit apply for 
on-farm training? 

Yes. The deadlines for veterans taking 

training on the farm are the same as for 

those on other jobs. 


What about free education? Is it near 
an end? 

Not for most veterans. Here, too, they 
have until July, 1951, or four years after 
discharge, to apply for Government sup- 
port in going to college or school. For 
most veterans, the opportunity to get an 
education at Government expense ends in 
1956. But before that many may want 
to go to school if unemployment rises. 


How about disabled veterans? 

Many veterans with service-connected 
disabilities draw allowances under an- 
other law, rather than under the GI Bill, 
when attending school or taking job 
training. This law usually gives them 
larger benefits. Disabled veterans must 
complete their training by July, 1956, 
under both laws. 


Now, on GI loans—are they going to 
continue long? 

Yes, for some time. In fact, loan guaran- 
tees are the last benefits under the GI 
Bill to expire. Veterans have until July, 
1957, to apply for Government support 
on loans for homes, farms and businesses. 
Loans still in effect on that date, of 
course, will continue to get Government 
backing until their maturity. 


Where do present servicemen stand? 

Will they get Gl benefits later? 
The rule is that veterans must have en- 
listed or been drafted before July 25, 
1947, to qualify for any of the benefits 
under the GI Bill. The only ones now in 
the armed forces who will get GI benefits 
are those who also were in active service 
before that date. 


How about sick veterans? Who can 
get free medical care? 

Any veteran can obtain medical and 

hospital care, free of charge, for an ill- 

ness or injury that is traceable to his 

military service. Medical service is gov- 

erned by other laws, not the GI Bill. 


A veteran without a service-connected 
illness or injury often can get medical 
treatment in Veterans’ Administration 
hospitals, Those with service ailments 


get first claim on hospital beds, If any 
beds are left over, they can be assigned 
to other veterans, These veterans get 
medical and hospital attention without 
charge if they sign a statement that they 
cannot afford to pay. 


Can disabled veterans still get free 
automobiles? 

A veteran who lost one or both legs, or 

use of them, in service can still get a car 

at Government expense, But he must 

make application to the Veterans’ Ad- 

ministration by next June 30, 


Are there any pensions for veterans 
without service disabilities? 
Yes, A veteran of either World War I or 
World War II who is permanently and 
totally disabled often can get a pension 
even though his ailment is not traceable 
to his military service. But to qualify he 
must show that he does not have income 
of more than $1,000 a year if single, or 
$2,500 if married or has a minor child. 


Can widows of veterans draw pen- 
sions, too? 

Yes, many of them can. Pensions often 
are available for widows who do not 
remarry and minor children of veterans 
who had disabilities traceable to their 
service. In addition, some widows and 
children of World War I veterans are 
entitled to pensions even though no 
service disabilities were involved. To 
qualify, however, they cannot have in- 
comes of more than $1,000 a year, or 
$2,500 a year if they have one or more 
children. 


Next, what if service insurance has 

lapsed? Can it be reinstated? 
Yes. National service life insurance that 
has lapsed can still be reinstated. This 
is true regardless of whether a veteran 
held a temporary insurance policy or had 
converted his policy to one of the per- 
manent forms. A physical examination is 
required if the lapse has been for more 
than three months, 


These are some of the benefits that are 
available to veterans at this time. Mean- 
while, there is pressure on Congress to 
add to these privileges, with particular 
attention on the move to provide pensions 
for older veterans of both world wars. 
Later, there probably will be pressure 
to extend some of the deadlines on pres- 
ent benefits under the GI Bill. But Con- 
gress must decide what additional bene- 
fits, if any, will be provided for nearly 
19,000,000 veterans of all wars and their 
families. 
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rAd : >> New phase is opening in world trade. Sellers are more aggressive, scrap- 
5) (“Ad- 

ping for export markets. Buyers are more reluctant, waiting for lower prices. 


Surpluses are appearing, exerting new pressures, especially in the U.S. 





erans 

se os >> Canada and other countries benefiting from Marshall Plan buying have some 

y and real worries ahead. They may have to be content with a smaller piece of the pie. 

cary Squeeze-back in their dollar earnings will come about if Marshall Plan 

ie hha countries are forced to buy more U.S. surplus products, fewer things elsewhere. 

come Pressure on the Economic Co-operation Administration in Washington is grow- 

Fr, ing to have Marshall Plan countries buy more in the U.S. This pressure comes 
from more than a hundred farm and industrial groups with surpluses on their 

— hands. The list will grow if the tempo of U.S. business slows further. 

often 

y not >> Farm surpluses are giving the ECA the biggest headache at the moment..... 

erans Wheat is just about the most troublesome problem. It boils down to a ques- 

pee tion of whether Britain can continue to buy Canadian wheat with her Marshall 

$ are Plan dollars or whether she must buy more expensive wheat in the U.S. instead. 

7. Britain would like’ to spread her dollars further and buy in Canada, a tra- 

e in- ditional market. To Canada, this wheat sale means $280,000,000 a year in U.S. 

r, or dollars. Canada wants those dollars. 

— ECA, realizing all this, has been squeezing through a legal loophole and 
allowing Britain to continue her Canadian purchases, even though wheat was de- 

has clared to be surplus by the U.S. Secretary of Agriculture months ago. 

that Now the time is approaching when ECA may have to refuse the British fur- 

This ther funds to buy Canadian wheat. Internal pressures on the ECA are strong. 

oe 

per- >> Where would this leave Canada? 


m. is Canada's earnings of Marshall Plan dollars would be cut about 40 per cent 











re at one blow. Undoubtedly a severe shock. Particularly so, since the chances of 
Canada's selling as much as 140,000,000 bushels of wheat a year in other dollar 

bins markets are practically nil. 

s to But it wouldn't be a.catastrophe to lose these potential dollars. 

set Gold and U.S. dollar holdings of Canada on December 31 were nearly $1,000,- 

‘ars. 000,000, a net gain of $350,000,000 for the year. Canada thus could carry on with- 

waded out the wheat dollars, although she doesn't hanker to lose them. Without the 

sina wheat dollars, Canada would have to keep close tabs on imports from the U.S. 

ne- Chances are that Canada would choose to continue supplying wheat to Britain 

= anyway. Britain could pay for it with the remainder of the Canadian loan. That 
(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


would be a friendly gesture but wouldn't help Canada to earn U.S. dollars. 


>> Canada and other Western Hemisphere countries are facing other cutbacks in. 


Marshall Plan buying because of surplus conditions in the U.S. 

Fats and oils buying is likely to be concentrated more heavily in the U.S. 
This will affect export sales in Canada, Brazil and Mexico chiefly. 

Flaxseed is a surplus commodity in the U.S. Canada and Mexico have been 
Supplying flaxseed to the Marshall Plan countries at lower than U.S. prices. 

Alcohol is superabundant in the U.S. Chances of further sales of alcohol 
or of the chief raw material, molasses, by Cuba are not good. 

Sugar in Puerto Rico might be considered surplus. If so, Cuba's allotment 
under the Marshall Plan would undoubtedly be cut. However, the Puerto Rican 
surplus is not very big. Cuba's sales would not be affected very much. 

Oil is being produced more rapidly than it is being consumed in the U.S. 
Certain American oil producers are asking that more oil and oil products be 
shipped to Marshall Plan countries from the U.S. Presumably then less oil would 
be shipped from Venezuela and the Middle East. But this kind of switch is not 
considered at all likely at the moment. 

Indications are that many countries in this Hemisphere are going to find 
the dollar inflow prompted by the Marshall Plan is to be neither so wide nor so 
long-lived as expected originally. 








>> Surplus situation in the U.S. also affects Argentina indirectly..... 
Argentina has benefited hardly at all from Marshall Plan buying, because 
her prices were so high that ECA would not authorize purchases there. 
Now prospects of Argentina's cashing in on the Marshall Plan extensively 
are even dimmer, even though some of her prices have been cut. Her wheat, corn 
and fats and oils, for example, fall in the category of U.S. surpluses. 


>> To point up some other export problems: 

The British find order backlogs for export products melting away. Appar- 
ently there's been a lot of duplicate ordering. Now buyers tend to back away, 
waiting for better prices. British price tags for export cars, tractors, coal, 
woolens, other things may have to be shaved, despite high wage and material costs. 

The Belgians, facing big unemployment, are finding currency problems block- 
ing exports to France and Britain, as well as other countries. To bolster ex- 
ports, Belgium is making new trade agreements with at least 10 of the smaller 
European countries. The Belgians also may have to start handing out credits again. 

The Swedes are having to cut pulp and paper prices to hold markets. The 
Finns are meeting resistance to their export prices for lumber. The Danes fear 
they are going to have to lower butter prices in negotiations with the British. 

Ihe Cubans are pressing for a world sugar agreement. Sugar surplus is pil- 
ing up. They want to be assured of an adequate share of the market. Through 
export quotas, they figure a world agreement could shore up prices. Wage floors 
and softening prices are making things uncomfortable for sugar producers in Cuba. 

It_all adds up to a great deal of jockeying around by exporting countries. 
A new Squeeze period is now on for prices, costs and profits. It will be pain- 
ful. Serious part of it is that the Marshall Plan countries, to get off the 
back of the U.S. taxpayer, have to expand their exports greatly. Doing this is 
going to be much harder than it seemed just a month or two ago. 
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Strength of business activity is being 
sapped by rising unemployment and 
a slower rate of spending. 

Steel operations were scheduled at 
102 per cent of rated capacity in 


EF the week ended March 19, for a 


new tonnage record. The coal walk- 
out, coming when stocks of coal are 
very large, is not likely to affect 
steel output much at this time. 


q Factory output held at 197.9 on the 


indicator below. 

Layoffs in industry, however, added 
to unemployment again in the week 
ended March 12, according to 
claims for unemployment compen- 
sation. About 3,400,000 workers 
were jobless early in March. Fewer 
workers are being let out by textile 
and shoe plants, more by metal- 
working industries. 

Department-store sales, at 276 on 
the indicator below, are only 1 per 
cent above the low rate of Febru- 
ary, 2 per cent below a year ago. 

Bank loans to business dropped 
$41,000,000 in the week ended 
March 9 for the eighth straight de- 
cline, and were $500,000,000 below 
Christmas. 

Capital expenditures are down. 

New homes started in February were 
46,000, down 3,600 from a year 
ago. Permits in February point to a 
seasonal rise in starts in March. 
Yet they hardly suggest that starts 
will double from February to April, 
as last year. 

Plant and equipment expenditures 
are planned by business for 1949 
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at a rate below the $18,800,000,- 
000 record of 1948, but above the 
$16,200,000,000 of 1947, the next 
best year, based on early returns 
from an Official survey. It reflects 
business plans in February. 

Biggest cut is planned by manufac- 
turing companies, which spent $8,- 
200,000,000 last year. Next largest 
is by commercial and miscellaneous 
firms, which spent $5,300,000,000 
in 1948. 

Support is to be given the total by 
railroads and utilities. The railroads 
expect to spend more than the 
$1,300,000,000 spent in 1948. 





INDICATORS OF BUSINESS ACTIVITY 


Utilities expect to maintain their 
$2,600,000,000 rate. 

The sales outlook is affecting plans 
for new plant and equipment. Most 
reporting firms expected their sales 
to be about the same as in 1948. 
Leather, textile, furniture and rubber 
industries, whose sales have fallen, 
plan a big cut in spending. Petro- 
leum, transportation-equipment and 
some metal industries plan to spend 
as much as last year, or more. 

Confidence of investors is at a low 
ebb. 


The yield advantage of 200 com- 


mon stocks over bonds, shown in 
the top chart, is the widest on rec- 
ord, Stocks, on the average, return 
nearly $7 per year in dividends to 
the investor on each $100 invested 
at present prices, nearly $4 more 
than the $3 return on $100 invested 
in corporate bonds. 


Current profits are distrusted. In- 


dustrial stocks, according to another 
study, now sell at 7.2 times earnings 
per share on the average, lowest on 
records that go back to 1919, The 
ratio was as low as 8.3 in 1920 and 
8.4 in 1941. It rose to 16 in 1929, 
when prosperity seemed endless. 


Commodity prices dropped a bit in 


the week ended March 15. Losses 
included textiles, fuels, metals and 
building materials. 


Uncertainty over prices is causing 


consumers and business to put off 
or cancel spending plans. Yet the 
drop in spending is gradual so far, 
and business activity remains high. 
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Postpone Refund to Gl’s Until 1950?... Eccles Plan 
To Delay Credit Lifting . . . Small Banks Uneasy in FRB 


President Truman, in his private 
meetings with businessmen, is assur- 
ing them that they have nothing to 
fear from him. At the same time the 
President is telling leaders of labor 
that he is ready to go down the line 
fighting for the things that they want. 


x* 


Senator Scott W. Lucas, Majority 
Leader in the Senate, complains pri- 
vately that the White House gives 
orders on things that it wants the 
Senate to do, but then does not follow 
up with the kind of support that 
counts in the pinches. The Illinois 
Senator is not happy over the defeats 
he has taken. 


x kek 


Alben W. Barkley, Vice President, 
has not been consulted by Mr. Tru- 
man on strategy for maneuvering the 
Truman “Fair Deal” through the 
Senate, although the Vice President 
has had long experience in getting the 
Senate to do things. The President 
preferred instead a frontal assault on 
the Southern wing of his party. 


xk 


Senator J]. Howard McGrath, Chair- 
man of the Democratic National 
Committee, is expected by White 
House aides to resign the Chairman- 
ship before long. Senator McGrath 
is not pleased by the President’s tend- 
ency to undercut him on party mat- 
ters, and the White House is not 
pleased by its whole relationship with 
the Senate. 


x* xk 


John L. Lewis surprised even his 
closest aides when he called his latest 
walkout in coal. Almost none of the 
associates of Mr. Lewis knew that he 
was even considering a call to stop 
work. 


x* * 


John Lesinski, chairman of the House 
Labor Committee, is under White 
House pressure to tighten control 
over his Committee and to show less 
of an inclination to compromise over 
some issues. 
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Charles E. Bohlen, Counselor of the 
State Department and one of the top 
advisers on Russian policy, is soon to 
be shifted to a new post. A change in 
direction of U.S. policy is not to re- 
sult. Policy line, now fixed, calls for 
a minimum of contacts with Russia. 


xk * 


James E. Webb, Under Secretary of 
State, chosen by President Truman 
to administer the Department of 
State, is taking an interest in matters 
of broad diplomatic policy as well as 
administration, somewhat to the an- 
noyance of other officials. Mr. Webb 
finds that John E. Peurifoy, an Assist- 
ant Secretary of State, also is inter- 
ested in administration and is a pro- 
tégé of Dean G. Acheson, Secretary. 


xk *& 


Military aid for Greece and Turkey 
is to be wrapped up in the lend-lease 
package that the White House is get- 
ting set to offer Congress. 


x ke & 


About $2,000,000,000 in checks to 
14,000,000 veterans, involving refunds 
on premiums for wartime insurance, 
are likely to be held up until 1950. 
Some officials feel that the economic, 
and maybe political, effect of these 
checks would be bigger next year than 
this. 


xk 


John W. Snyder, Secretary of the 
Treasury, is deciding to stay on in 
that job rather than to accept offers 
of private jobs at this time. A tip 
on his plans came when Mr. Snyder 
accepted an invitation to address a 
bankers’ convention next October. 


a *& ® 


Marriner S. Eccles, former Chair- 
man of the Federal Reserve Board, 
disagreed with the recent decision by 
the Board to relax the terms govern- 
ing installment sales. Mr. Eccles 
would have preferred to wait for 
more evidence of a decline in sales, 
than to let up sharply and suddenly 
on credit controls, perhaps dropping 
them altogether. 


Thomas B. McCabe, Chairman of 
the Federal Reserve Board, is con- 
cerned about complaints from small 
member banks that they are put at 
a disadvantage by belonging to the 
Federal Reserve System. Nonmem- 
ber banks are not subject to the added 
restrictions on bank credit imposed 
by the Reserve Board last Septem- 
ber. Only about half of U.S. banks 
are members of the Reserve System. 


xx 


Charles F. Brannan, Secretary of 
Agriculture, wishes that Mr. Truman 
had not saddled him with the job of 
trying to sell new inflation controls 
to Congress at a time when members 
are becoming worried about defla- 
tion. The Secretary finds it difficult 
to make a dent on sentiment in Con- 
gress when he asks for new curbs on 
credit, prices, wages and other things 
while asking at the same time to do 
more to bolster farm prices. 


x * k 


U.S. military planners are not con- 
vinced that American arms in Eu- 
rope will insure effective resistance 
if Russian armies should march west- 
ward. There is fear that the arms 
might end up in Russian hands in 
somewhat the same manner that arms 
were lost in parts of China. 


x** * 


Guided missiles are being developed 
by the Armed Forces faster than 
space can be found. to test them. 
Missiles already manufactured will 
travel over 500 miles, and present 
testing areas are only about 150 miles 
long. Proposed 3,000-mile proving 
ground won't be ready for months. 


xk 


Joseph Stalin, for Russia, plans no 
new peace overtures to Mr. Truman. 
The Russian leader from January, 
1948, through February, 1949, made 
a series of gestures aimed at reopen- 
ing negotiations and finally is pictured 
as convinced that Mr. Truman is not 
in a mood to talk. Shifts in top per- 
sonalities within the Government of 
Russia are related to that situation. 
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HOW LITTLE MORE 


WE HAVE 


TO PAY IT WITH 


INCREASE 
SINCE 1939 


FREIGHT RATES . . 55% 


(Average— includes all increases to date) 
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Materials and supplies costs : 
Feb. 1, 1949 compared with year 1939 


pay for a 40-hour week for non-operating 


As the figures show, the increases in railroad 
employes, as recommended by a Presidential 


wages and in the cost of materials and supplies 


are much greater than the average increase in 
freight rates. 


Fortunately, some of the increased costs have 
been offset by substantial savings from more 
efficient operation—the result of many techno- 
logical improvements over the past 25 years. But 
wage increases alone will be 92% higher than in 
1939, including the additional cost of 48-hours’ 


Emergency Board last December to become 
effective next September. 


Under circumstances like these, freight rates 
must be adjusted to produce more revenue. Rail- 
roads have no other way to pay greatly increased 
expenses of operation and provide funds for 
improvements which in turn will mean better 
railroad service and future reduction of costs. 


PENNSYLVANIA RAILROAD 





